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ANALYSIS OF BSTIMATES CONTAINED IR THE ®CIA REVIEA OF TUT WORLD SITUATION,®
Dlember =~ Jamary 1950

I. Theorice Underlying the Estimates

The suthors of the Central Intelligence fRaview of the World
81tnation“1 examined passing events in accordance with their broad
analysis of the post-war belance of power, thus, in effect, establishe
ing 8 comprehensive definition of ®"US security 1nterest“2 which could
be used as a gulde to the relative significance of particular events.
Their basic theses, which is a logleal extension of that set forth in
“GHE-I'B 15 stated in the first issue of the "Review," is repeated,
with sueh modifications as are called for, 1n later issues, and 1s
developed in its most elaborzte form in "IIA 0-&9,“h a special issue
devoted to a rationale to cover succeeding reports to be published
during 1949.

At the center of the analysis is, of course, the Soviet Union
which is considered simultansously as the headquarters of world comm-
nism and simply as modern Russia, Soviet behavior is interpreted
accordinzly.

?hus'hﬁﬁvln predicts that the Soviet Government "will seek to
increase its relative power by tullding up its own strength and under-
mining that of its assumed antagonists,” becausec it assumes an inevi-
table conflict with the capitalist ﬂnrld.s In line with the Communist
background, furihermore: *By indeoetrinztion, experience, and personal

interest, the rulers of the USSR are predisposed toward the pursuiti of
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10/1 NOTE: The marginal references are to pertinent current events,
to the issues of the "Review™ under discussion, and to the
" guccessive national estimates from which the statements in
the "Review" were derived or to which they were rela‘ced.
1, BSee No, 9 for discussion of this publication.

2+ Bee Nos, for discussion of difficultles with
definitions of this ternm,

3, "Soviet Foreign and Military Poliey," July 23, 19Lé
L Published Jamary 19, 1949
Se 9@-1, P 1

10/2
1. CIA-l, p. 2
2. ORE~-1, pe 3
3. CIA 0-L9, pp. 5-6
he ORE-1, p. 4
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their objectives by conspiratorial rather than by military mathods,

Similarly, the concep: of "capitalist encirclement® which furnishes a
rationale for Politburo behavior, though it may be "absurd in relation
to so vast a country with such wealth of human and materlal resources
and no powerful or aggressive neighbors, is not subject to raticnal
disproof, precisely because it is not the result of oblective
sma.?l,szsi.s,2 On the other hand, "The method (of Soviet aggrandizement
en the continent of Asia) will probably be that inherent in the strat-
egy of & traditional land power --- slow expansiocn by political
absorption of immediately adjacent areas, not leaging ahead militarily
into advanced byt geographically isolated posit.ione."s

Thus far, according to the "Review's" thesis, the USSR had not
besn sﬁréng enough to engage in a war against the United States with-
out fear of disaster. Time,' nevertheless, was "calculably on the side
of the Soviet Union, since natural pepulation growth and projected
economic development should result in gradual increase in its relative
atrength.“h T# this were true, the time in question would be used by
the USSE to btuild up the power of the Soviet state; to expand the area
of its influence, to prevent dangerous cormbinations of forcign powers
against the USSR, and to divide and weaken the assumed enemles of
Communism. From these assumptions it could be concluded that while
the USSR would refrain from acts calculated to foment immediate war
with the capitalist powers, it would make all efforts short of war to
extend its influence {as in Bastern Eurcpe)j would react strongly te

sny capitalist maneuvers that seemed to threaten a strong anti-Soviet
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coalition, and would work through Communist parties, propaganda, and
whatever other methods were at hand, to undermine the unity of 1ts
anti-Communist powers.

This thesis, as expressed in "ORE-l," is somewhat simplified and
objectified in terms of the world situation as of feptember, 19L7.
NCIA-1," the first issue of the "Review,” argues thai: {1) the USSR
was the only nation capable of threatening the security of the United
States; and (2) the USSR, though "incapsble of military aggression
outside of Furepe and Asia™ was "capable of overrunning most of conti~
nental Eurocpe, the Near East, northern China, and Kerea"; but (3) the
USSR would not vet resort to war but would work to build its influence
by all other methods including the economic, political, and psycholog-
4cal warfare which it was sald even then to be deliberatsly conducting
against the United States,

The world balance of power having shifted somewhat against the
United States since the war, it was necessary, in order to safeguard
the security of the United States, to redress that balance. In order
to do this, it would be necessary to stabilize the simuation In Furope
and Asia. In particular, a way would have to be found to averi the dan~
ger of a European economic collapse. *‘uch an event, should it occur,
would open the way for the alrcady far-advanced development of Eurocpean
Communism and might mean the consolidation of Commniste--and thus
Soviet--control in Furope. The resultant shift in the balance of
power, which wovld be extremely serious for the United States, was one
that might occur fairly quickly. Similar developments were nossible
in the Near East whose loss to the West would be second in serlousmess
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only te that of lurepe, Communist successes were impending in the
Far East, but the effeets, in terms of the balance of power, would be
less immediate, Honce the "Reviewew=for purposes of intelligence
analysis---presented the regions of primary concern to US security, as
Western burope, the Near and Middle East, and the Far East in that
order of importance.

This order of priority (stated in CI&-1, reaffirmed in CIA=kL, and
adhered to in CIA OwL9) is defended at some length in the first issue.
The argument begins by pointing out that Soviet predeminance in
Eurasia was not so much a result of absclute Soviet strength as & cole
lapse or weakening of the powers previously restraining the USSR. In
consejuence of the defeat of Japan and Germany and of the post-war
weakening of all of Western Europe, there was not on the whole conti-
nent of 4sia any important resiraining force to Soviet ambitions, even
though the Soviet war potential were considered to be no stronger than
it had been in 1939. If the USSR were to exercise its full capabilities
in Eurasia, asserted "CIA-1," "thes ultimate danger to the !mited
States would be even greater than that threatencd by Germany and Japan,
to avert which the Tnited States incurred the risk of war.""l {(Or in
the words of "CIA O=L§" "The geographical sccurity preblem croated by
the possible consclidation of the power resources of Europe and Asia
under a single authority has been theoretically discussed over thirty
years. Only the present bi-polarity of power in the world convineingly
sets the stage for this possibllity to become a reality, It is now
necessary to assume the beginnings of such a trend."}?
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Jestern Lurene, which was the primary target of the UTSH, moribed
first conslderation because "it 4s at onee the oot vulneravle to dir-
organization ind the most faworable for the carly devolopment of
potential power, It is also nost accessible from the center of “oviet
powar, and conversely, beat located for Lhe eventuad exertion of
restraining oressure upon the Soviet Union, "1 felated to Westarn
Europsan powsr, it was pointed ocut, were the former colonlal emplres
of the countriesz concerned where the situation was alse highly favor-
able to Soviet purposes,

The lear East was considered to take sscond priority to Western
Europe bocause of its easential paucity in "human and material
resources.” Its importance lay in its strategic locatien "as & bar-
rier Yo further Sorlet expansions...2 vetontial base frem which nower
developed elsewhere could be brought to bear on the rources of Soviet
power® and, of ccurse, Ils pomsesalion ef oll, Within 4w Xear East,
Greeee and Palestine were considered as areas of particular immediate
danger so far as US interesis were cmwrwd-z

The reasons for the subordinate position of the Far Zist ware its
wndoveloped stute and its relative remoteness,. Tutting aside Japan
{(wiich becamt & special case) it was argued that ncither the United
tates nor the USSR could, within any period of present concern,
develop the Far Zast inbto a pover conter of vital Iimportances Thils,
coupled with the remotoncas of nost of the Far Eastern region from the
osnters of power of both countries, made the Far Eust of less immediate
concern than the oth:r two in the world balance of power as it then
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existed. While the immense potential importance of the Far Zast was
necessarily recornized, the area could not claim ihe same degree of
attention from the point of view of US security as did Vestern Furape
and the Near and Middle East, Tiis point, of course, was debatable,
but it was maintained consistently in the CIA series desplie the rapid
deterioriation of conditions in the Far Exst noted by the "Review®
during the perlod covered by the estimates,

Japan was recognized as a special problem within the context of
the Orisnt because it represented an area capable of relatively guick
development as a power center where the Occupation had succeeded in
introducing a certaln degrec of economic stability. If, as was possi-
ble, Japan werc tc be drawn into the Communist sphere of influence,
the position of the United States in Asia and the Western Pacific
would be greatly weakened if not ultimately desiroyed. Conversely,
"The rehabilitation of Japan under US influence or contrel {(with pro-
vision of essential imports from Southeastern Asia), while it would
tend to alienate China, would create a power tending to counterbalance
the Boviet Far East and sco to stabilize the regional situation. '*1

The other regions of the world are not listed in the “Review® as
in the same category with the three discussed azbove. Latin America is
the subject of routine discussion in most lssues of the "Review," and
aAfrica raceives occasional mention, chiefly as related to the develop-
ment of unrest in the Wesbern Zuropean dependencies of North Africa,

9CIA O-L43" which was deliberately written as a frame of reference

for the estimates to be written Juring 1949, was primarily concerned
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i, CIA«1, p. 7, para, 19
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with the bi-polar natwre of post-war world poliiics. he paper assuned
that the USSR, not only as a state devoted to the promotion of world
Commmism but as & "traditional land power" would tﬁ;nd to expand its
econtrol into adjacent land areas by methods traditionally asscciated
with 1#11&:’% powers; but that the United States, as 8 power whome contis
pental boundaries had become consolidated would normally project its
jnfluence over water and through the air. For these reasons the two,
having no common bound:ry except possibly at the Bering Strait, would
not come into direct conflict during the coming year. Their interests,
however, would clash in areas peripheral to both. "CIA 0-4L9* adopts
the same area priorities for US security that had been set up in
fCIA-1.™

CIA 0-L49 is more theorctical than CIA-1 and purports to deal with
the principal world forces having a direct bearing on United States
security, rather than solely with the imrediate balance of power, With
this in view, the paper grouped "security situaticns® under three hoad=
ingsy Oeographical, Sociclogical, and Domestic.

Under "domestic" were considered all the factors within a nodern
*power state,® including the general morale of its cltizens, that make
the fullest exercise of its power possible. This category, however,
despite its obvious importance, was yet often beyond the competence of
Central Intelligence because the "domestic” situation of the Hnit.ved
States was excluded by legal definitiom, whilc that within the USSR
was circumscribed by virtue of insufficient intelligence. |

Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1



Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1

’

; -8-
‘./

7

The "geographical" categery (involving actual territorial expan-
sion) wss described as the most important of the three because of Lhe
tangible danger involved. For this recason, the geographical factor
had always to be kept in mind, but under the circumstances of 1949,
the "Review" predicited that it would frequently bocome of less immedi-
ate concern than the soclological factor,

Pogt-uar cmmist gainsg boing elither an accamplished fact as in
Eastern furope, or beyond immediate restitution as in China, the real
battle would be Pought for what "CIA 0-L9" terms the "Asiatic littoral:
Europe, the Near East, the Indian sub-continent, and Southeast Asi=s,
Korea and Japan though in a somewhat different category are essentially
part of the same concept. In these regions, the two great powers were
not in direct physieal contact, the nations in question being inde-
pendent or technically independent, and able to pursuc thelr own self
interest. Because of the biwpolar nature of world politics, however,
all of them were likely to be drawn into ane or the othir sphere of
jnflnence, Which way any of them was drawn would be a matter of the
greatest importance to both majer powers. The nature of this periph-
eral conflict was such that the warfare would be mainly psychological
and would not involve a direct or indirect immediate clash between the
armed forees of the US and the USSR. For this reason, CIA OwL9 pre-
dicted, sociclogical issues, though actually secondary, would eften be

in the forefront of estimates in the coming yoar.
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1. fummary of wstimates Contained in the (IA Review of the
World Situatien; 19L7=1950

The ensuing review of the "Reviews™ is masaal‘ﬂw incomploie,

Tn the courss of covering the world situation over a period of twenty-
eight months renlete with mtoug and nearesomentons evonts, e
"Reviow” naturally touched upon miner issues and -arginal develepr:nte,
In general the intention hore has been to omit these and to atitemt to
identify what constitute the orincipal estimates of national charai:b&r
that aprear in the course of the "Review's" histery to 1950,

The discussion iz divided according to ths prierities set up Ly
the Peview 1bself (Yestern Lurepe, the Near and Middle Hust, and the
Far East) plus Eastern Durope (the “oviet Zatellite area) which necos-
sarily entered Into mach of the aralyslis, Discussion of {lv UBShewlis
intentions and capahilitioswww ich was naturaily the main intelligence
target, does not come under a scparate heading because it could net
but enter into ewery phanme of the Hewview!s” interpretation of world
events in relation to the Jecwrity of the United States,

1
As Intelligence inalysis of Jestern Eurepe

The analysis of Western Turspe, as related to the security posi-

tian of the United States vezins with the sentence:s "Tims, the great-
ast present danger to U,S. security liss, not in the military streagth
of the US°R and the possidbility of “oviet armed aggresaion, but in the
posaibility of the econcmic collapse of Westerm Durope and of the cou-~

: 2
sequent accession to power of elemente subservient to the Kremlin,”
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10/9
.« W. Qermany, Benelux, Switgerland, France, Italy, Iberian
b ?Mula;’calmial,posseasiona ’

£ CIA-1, pe 2, pars. b

10/10 |
3+« It was proposed the previous Junex ERP was begun on September
7, ten days befare the publication of CIA-1l.

2. Bee particularly ORE L7/1, *Current Situation in Ttaly,"
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CIA-1 dith this consideration in visw, "CIA=-1" found the cuilook not
September 26,

especislly encouraging in September 1947. Beginaing with the United
Kingdom, the "Review" points out, as it comtinued te do in several
subsequent is-ues, that Britain no longer had the financial strength
to act as a world stabilizing influence. To the extent that the
British were temporarily impoverished, the security interests of the
ERP United States were adwersely affected, Restoration of British finan-
established
Heptember 7 clal strength thus became a United States security reguirement.

The French economic situation was considered more eritleal than
that of the United Kingdom because France, suffering from sconomic
difrficultles similar to those of Oreat Britain, was leass able to cope
with them by virtne of recurrent pelitical instability., Meanwhile, it
wag nobted that the Communists, the most numerous pollitieal party in
france, were hardly interested in promoting economic stability. 4
French economic collapse was tlms considered possible. The "Review"
estimated that 1if it were to cone swiftly, the result would probably
be a Communist accession to power; if it were nmore gradual, it would
probably lead to a Gaullist solution. In either case, the change
could probably not be effected without civil war.

The Italian situation was similar but was complicaied by the
m& strength of the Communists and by the prozimity of Tugoslavia,
Por a time before the Marshall I—"lanlhad became wholly operative in
Italy, a guerrilla "revolution” in Italy similar to that in Greece and

2
with similar satellite aid, was considered as 2 seriocus possibility.
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Regarding Germany, it wes noted that, despite all the ills and
uncertainties affiicting that country, the people had proved nmore
resistant to Communism than the French or Italians. Under these cir-
* cumstances, it was thought that thé situation, even in the Soviet zone,
was probably unsatisfactory from the Russian point of vWiew. The key
point respecting Germany, however, was that "the economic rehabllita-
tion of Germany, particulzrly of the Ruhr, is essentisl to zeneral
Buropean recovery as well as to local stability;“l In later issues 6f
the publication, it was constantly recognized that the USSR was as
conscious of this truth as was the Weet and that for this ra#son it
would always react strongly to any moves aimed at German egonomic
rehabilitation in the interestis of the wésﬁ‘ In this context, the

fuhr often becomes the key to the "Review's" Furopesn analysis.

”anrent In connection with Western Burcpe there is also & discussion in

Situaiions in

Tranean CIA-l of the situstion in colonial or fermer coldnial areas upcon the

Area
Seplember resources of which several Furopean powers had hitherto been accus-
5-18, o7 ¥5, 1o

ki

tomed to depend.

"Prom Horocco to Indonesia® sald the "Review"” in summing up
solonial developments, "the situation is disturbed by resurgent native
nationalism and communal strife. Armed conflict exists beiween natives

and Furopeans in Indonesias, Indochina, and Madagsscar, and between nalive

communities in India and Pakistan. Armed communal strife is ineipient

in Palestine, Between Britain and Egypt the matter is one of interrational

dispute. Unrest is widespread in French ‘orth Africa. Hone of these
situations gives promise of early stabilizetion. The contimance of

unsettled conditions hinders economic recovery and causes a diversion of

European strength into efforts to maintain or reimpose control by force.
In these circumstances the traditional liberal policies of the United
States and its intereat in early stabilization are in apperent conflict

with its interest in supporting friendly Europesn governmenis. There 18 a2

consistent tendency to bring these matters before the United Nations,
where their effect is to divide the non-Soviet powers. Although the
USSR is in no pesition to intervene by force in these situations, it
is actively e¥ploiting them to create dissension, to undermine the
sconomic 2nd politieal stabi%ity of Buropean states, and to discredit
them and the United States.” ' o

"
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1, CIA-1, Page L, Paragraph 11l
2, CIA-1, Pages li»5, Paragraph 12

10/12

1. Congress had approved the appropriations far Grecce and
Turkey the previous lay.

2. Organization announced on October De

3, CIA-2?, Page 1, Paragraph 1 .
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announced
,ober
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declined
Y aid

petober 22
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Thie concept, repcated in various places, forms the basis fer a
large part of the *Review's" world analysls having to do with colonial
problems,

Two months later {November 1, 1947) the second iasue of the
World Beview attempted to agsess the developing situation 4n accordance
witﬁ the doctrines set forth in CIA-l. The principal factor in the
assessuent 1z the beginning of United States efforts to stabilize the
European situation, and the Soviet reactions thereto. The most signif-
icant development, according to CIA=2, "has besn the deterieration of
the Communist (Soviet) political position in Western Burcpe. This
process, which apparently began with the annocuncement of the *Truman
Doctrine, "1!;9.5 beun aceelerated by Soviet countermeasurss, particu-
larly by the astablishmentz of the Cminfarm.“s

According £e this analysls, United States moves in Eurocpe begin-
ning with the announcement of the "Truman Doctrine™ had forced a deci-

sion upon the Soviet Union. The decision taken had besn to employ

direct counteraction as shown by the establishment of the Cominferm

and the rejection of the Marshall Plan offer. In making this decision,
according to the analysis in the Review, the Kremlin had consciously
accepted a loss with respect to the "legal" position of Jestern
Buropean Comaunist parties, a=s had been exemplified in Commanist
logses in various recent elections. The Kremlin, however, considered
the sacrifice justified in terms of keeping a firm hold on the coun-
tries iv already controlled. The editors maintained that the Kremlin

had"sacrificed whatever political prospects the {Western Luropean)
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Communist parties had had* and that the Communists had been forced to

give up thelr techniques of opportunistic cooperation with non-
Communist elemnts.2

Vioclent Soviet propaganda hinting that United States activities in
Zurope might scon lead to war was taken by the "Review" as part of the
reaction, which was not intended to "produce that result, bubt only to
intimidate those, in Europe and Asia, who could not escape involvement
in such a catastrophe.“B

The rest of the November analysis is of interest primarily with
respect to Germany., The "Review™ predicted that at the coming Council
of Foreign Ministers in Moscow the USSR would advocate immediate
establishment of a highly centralized German natlonal government, the
Soviet purpose being primarily, of course, to gain a voice in the
administration of the Ruhr, The Soviet-proposed regime wdx}.d be rep-
resented as the mucleus of a future national government rather than
the beginning of a Soviet republic, in order that the USSR might "keep
in character as the scle chanplon of German national unity and
independence.® The USSR is pictured as then imposing on this govern~
ment s polliey of: "wise natiomalism (1.e., Russo-Gcrman collaboration
in the Bismarckian tradition). Yon Paulus, Seydlitz, and others of
the 'Free Cerman Commitiez! will probsbly be brought out to dignify
and facilitate this new appéal to Gzrman natiana}.ims.“u

In November there was also a brief estimate on the subject of

austria which seems to have besn accurate and was repeated from time
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1, CIA-2, Page 1, Paragraph 1
2y CIA-2, Page 1, Paragraph 2
3. CIA-2, Page 1, Paragraph 3
ke CIA-2, Pages 3«li, Paragraph 6
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$o time Ly Central Intelligence in this and other estimeies: namely
thet the USSE would not agree to any treaty for Austria which would
not imply the means by which fustria eould be reduced eventually to
the status of a satellite., Otherwise the general anti-Communist situ-
stion in Austria wes described as stable from the United States' point
of view, the trouble being, however, that under the cirnumsi&mea,
there would probably be no way to end the Soviet occupation and the
resultant Soviet eccnomic plundering of Austris.

- CGLhw By December, the Review's analysis of the situsation had changed

M only in degree. The principel development was the immediate Soviet

:nactian to Marshall Plan aid which had taken the form of Comniatt-u

directed "labor troubles® in Frence end Italy. This development,

according to the "Review,® was the logical consequence of the

i Commuinist reversion fromppular front to militant tactics discussed

ORE~56 in CTAi-1. The aim of thie caempaign (which the "Review" assumed to be
o cal
Fature of directed from Moscow) was to defeat the European Recovery frogrsa by

n
ﬁ%ﬁr 31 making it so expensive that the United States would reject it, thus

causing the collapse of the moderate governments in Italy and France.

The "Review" 2gain points out that in employing these ta#tica the Russian

BT sugzested ; B
by Bevin strategists risked sacrificing what popularity the Weatern European
Jtm;ar.xg ]

Commnist parties had left, but concludes that they must be willing to
take the risk, even to the point of forcing local Communist parties under~
ground. |

In general, the “deview" seems to have thought that the French end Italian

govermments could withstand the Communist onslaughts so
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long as the United States contimued firm In the maintenance of the aid
program. In Italy, however, the sitﬁation was complicated by the
approach of the vital national elections, an anxiocus analysis of which
was carried on in the "Review" over this and the next three months.

Soviet at.tezxn;;ﬁs to defeat the European Recovery Program were also
made the basis of an interpretation of current maneuvers in the Hoscow
Council of Foreign Ministers where no progress was belng made because,
according to this analysis, Molotov and his government were waiting for
the outcome of developments in —urope and of debates in the United
States Congress. The "Review®™ expected no important developments from
the Council of Foreign Ministers but maintained that the USSR would
s-ek to avoild a definitive break with the Western powers.

The January 1948 issue of the "Review® begins by asserting that
the general world analysis contained in the sumnary of CIx-1 "has been
reviewed and is now generally reaffirmed. "l CIA~-i does not say by whonm
the analysis was reviewed, Evidently, the editors theumselves, having
examined their rather hastily contrived thesis {in CIA~1l} at more legn
surs, had found no particular fault with it.

In Western Furope, according to the January analysis, the situation
had irproved for the United States (although the “Reﬁew“ hastened to
curtail any false optimism by remarking thot “the immediate prospech
is nene the less g;rim"',‘.? 1t secmed to be true, however, that the
Moscow-directed communist effort to disrupt the Bnropean Recovery Pro-

gram through political strikes had become too obvious, and instead of
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1, CIA-l, Page 1, Paragraph 1
2, CIA=L, Page 1, Paragraph L

10/16
1‘ cn"s, Page 2

2, See below for discussion of CIA estimates leading up Yo the
Csech coup.
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gucceeding in its immediate purpose had served chiefly to alienste

labor suppert from local communist parties. In Bastern Euwrope, fur-
thermore, the Satellite population secmed to have become less manage=
able a= a resuli of disappolntment over heing denied inclusion in the

Averican aid program. Yn Framce, the Schuman Sovernment had been unex~

pectedly successful in controlling the situation and in making progress
toward economic stabillzation,

The political future of Italy w:s still in Joubt. The "Review"
noted an outside posaibility that before soring the Italian Communists
would resort to full-scale revolution rather than gamble on the out~
come of elections. Considering Communist strength, perticularly in
North Italy, such an attewpt might succesd if the rebels were vo
receive aid from Tugoslavia.

In February the "Review" oosorved that *duvelopments in recent
weeks sugzested that the leatern European CQmmunis£ parties were
reverting to electoral processes and the exnleitation of genuine
sconomic grievances.“l This was taken asg indicating a general shify
in the Party Lins, and the inference was drawn that not only the
Italian but the Czechoslovakian Commnists would concentrate their
efforts on the soring elections rather than resott to revolutionary
violence. The logle in this line of reasoning, though goed, was, of
course, upset in Czechoslovakia within two weeks.g

The concentration of interest, howewor, was o Italy. The
"Review” thcought that the immediate Soviet objective in Western Hurope

rmuast be Italy because, among other things, PIbtaly appears to hold the
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oy to Commnist prowpocte of disrupting the Eurcpean Hecovery
Program,” The “Hesview® thought that if the Italian elections wore

" held at that moment {February), the Commnists would probaily lose.

It warned, howewver, that "a further reduction in rations or the faile

ﬁbmm cace of Ut
on ure of the .S, Congress to imolement the recovexry progrsam prior to
._a
the expiration of the interim add grunt on 1 april =i giwe the
2

Pogolets Bloc' a plurality in the new assenbly,”
Qeneral Trring the soring of 1948, the "eold w.r” reached one of ite wore
i %

easily rocognizabls climaxes, Contimged failure of the varlcus -uade
ripartite governing bodiss in Germany to produce anybthing mere than
fraitloens argueents, oropaganda, and counterpropazands gradually dis-
closed the wnderlying impasse to which the only answer was the parti-
tien of Gurmany. The Mediterrancan flank ~ight have been protected
through the *Truman Doctrine® now & year old, bub the center of the
line=~ijsrmany and Vestern suroepe in gewrﬂ.-mmu still vadnerable to
the sane tactice thal might and might :tcr’t have been irustrated in
(reeee and Turkey,

#hile the nature of overt Sowlet zoves at the tlime was pelitical,
the mere existence of an snoracus Soviet ailitary foree o the frontias
of western ‘repe could nol be overlocked. 'nited States nilitary
cstimates held in general that the Soviet arvy eculd overrun all of
Turepe to the Pyrenves. and the ﬂwm Fast to Calre within a very short
time, Certain olements 1n the 19*1::\ £ the ewrrent o toation, plus a

variety of intellioence veporis, mggam that the IS5 «d«k% not be

able to reeist this enportunity whi}.qx it wag 0 manifestly ripe., Two
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1. mﬁs 2 P&gﬁ 6
-0 ﬁﬁ-ﬁ; Page 6

3, So stated because of the highly dubious state of Oreece as
ewrrently described in the "Review”

10/18

1, Reasgessment of Soviet Intentions for the Next 60 Days®
{March 16), and "Possibility of Direct Soviet Milltary
Action During 194" (ORE 22-48) (April 2)
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Central Intelligence papers made a csutious negative estimate of
these reports. This did not mean, however, that all minds in Washing-
ton were set at rest.1

In & sense, the momentous decisions that had breuzht forth the
#Pruman Doctrine,” had frequently to be made 2ll over again during the
spring and summer of 1948, which saw the beginning eflﬁnited States
inspirsd Buropean economic cooperation to counter the Soviet political
threat and of militery alliances to deal with the Soviet military
threat. The Marshall Plan proposslsisd led, during the spring of
1948, to concrete developments in the form of international committees,
culminating particularly in the Brussels Pact of March 18. Bevin had
made tentative sug:estions concerning & North idtlantic Treaty in
Jemary; agzreement seemed probable if a United States military guarantee
could be included. On ¥arch 26, decisions were reached concerning the
internetionalization of the Ruhr and the consclidation of the wcstern
gones of Germeny. The fussians had registered a complaint over
alleged Western plans for Germany on the ninth.

The Greek situation was still sheky, the German situation uncer-
tain, &nd chances £111 good of a Communist goveruzmeni in Italy. The
exceedingly touchy state of affairs in rslestine was fraught with mum-
erous unpleasant pcssibilities affecting the furopean and world situa-
tione; and on the edges of European developmenis were such minor but
potentially disruptive elements as Italo-Tugoslav rivalry over the
Free Territory of Trieste, and the bothersome issue ol the dispcsition

of the Itslian colontes in Africa. Hcanwhile, no one who watched them

-
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ORE L7/ %
*Curren
$3tuatlon
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CIA 3-48,

QEEC begins

Emﬁ 5&;

nlgs-

could escape the significance of aminous developments throughout the
Far East, while even in Latin American the Bogota ricts of March 9th
created a momentary embarrassment for the United States.

It ie not surprising that the "Czech Coup" an the "Berlin
HBlockade”, occurring in the midst of such wide:pread tension should
have created a state of alarm. From the coup, it could be inferred
that 1f the Russians werc willing to risk the use of force in
Czechonlovakia, they might be expected to do the same in Italy or in
any part of the world where & similar epportunity was offered,

As to Berlin, if 1% were taken for granted that the ultimate
Soviet purpose was to force alliied withdrawal from the city {(which
seemsd clearly to be the case), then it might became necessary for the
allies elther to withdraw or to meet the Soviet challenge with force,
In the latter srent, the ocutcome would depend on whether or not the
Russians were blufiings. 4 bluff was a possibility, but it wes hard to

believe that such a situation could have besn deliberately engincered

by a power that was not prepared to go through with the posoible con-

sequences of creating 1t.

‘In the midst of this situation, the March issue of the "Review®
beging with the mild statement that ¥both in Zurope and in Asia the
Communist cause has made marked progress during the past month.”l The
reason foar this statemsnt, however, was not primarily the recent

Communist success in Czechoslovalkia=-pverwhelming as it might seen at

the noment--hut certain ominous political developments in Italy,
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As to the coun, the March estimate heolds that the near panie it
had caused in some areas was out of all »roporiion to its significance.
The Cosmunizatlion of Czechoslovakia was a forcgone conclusion; the
method of atialining it was incidental., Mere important was the effect
of the coup in Western Lurope where it had succeeded in arousing wide-
spread fear that what had happened in Czechoslovakia wmight be rencated
elsevhere. This fear had, on the one hand, sirengthened Soviet propa-
ganda about the inevitability of Commniem, but on the other, had had
the effect of convincing some wavering huropears of the necessity of
defensive action., In Seandinavia particularly, (with the exception of
Finland where Soviet pressure was strong and the effect of the Czech
coup was admirable for Soviet purposes) the Czech coup had to a large
extent succeeded in overconing the last objections to an anti-

Commanist alliance,

ORE 6-L8 4s to Italy the Communist pre-election campaign was going far too
“Gmsag uences
of O 1 well. "The Communist deminated 'Popular Democratic Front! increased
Accession to
oer in its following during the past month as a result of large expenditures
1s eans, " of money, cleverly conceived electorzl slogans, continuing ecoﬁomic
' distress, and a helpful attitude on the part of the WSSR. The
Discussions ,
on Communists have apparently had marked success in undermining
a!; N .
Colonies De Gasperi's position by claiming that they too, if put in power, can
' oebtaln the U.S. ald which the vast majority of Italians regard as
ORE 2948
¥Dessibie vital to their recovery.....The prospccts that the Popular Democratic

rogram of
Fature Soviect Front will win a plurality, and possibly an absolute majority, have

Moves in

P

been substantially improved as a result of this effective campaign.”®
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Even counter-measures adopted in alarm by the Vatican were deemed

1
insufficient by the "Review" which doubted that *the Church alone can
2
roverse the trend toward the Popular Democratic Front."”
Brussels Pact The April estimate was written when what has scmetimes been
8

fareh 15 referred to asthe "March war scare® was at its height, In such a
CIA l-48  context, it is worth reading as an exercise in codl reasoning., This
&“
{ssue of the Review argues tat: (a) the Russians had aimply become
disturbed over the scope of tnited States anti-Communist reactions
beginning with the "Truman Doctrine® and coing on through the tripar-
tite decisions on Germany; (b) under the clreumsiances, it was not
unnatural that the USSR should undertake some counter-measures of its
"Berlin own; {c) these apparently threatening moves {particularly those
Blockade”
NaS1- affecting Berlin) were actually not an outcome of the immediate situa=
o% icial
AEEII 1 tion; more probably they had long becn part of a time table that had

ORE 22«48 been moved up as a result of the immediate situation; (d) the estimate

"Poss bility
—FBIrsct  still stood that the USSR would not start a war at this time, and what
Soviet Action

n was happening in Germany was actually proof of this contention ratler
April 2 5
than the contrary; (e) the USSR micht reconsider this estimate if the
United States were able to crczte encugh military =trength in Europe,
but the orospects that any such development could take place during
1948 were nil, and (£) although the ulitimate Soviet purpose with res-
pect o Berlin micht be to ferce a Western withdrawal from i he city,
the immediate purpose was rather to demonstrate Soviet military supe-
riority for the benefit of the Germans in particular and Western

Burope i gereral,
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1, These conclusions are obviously related to ORE 6-L8 |
" mgensequences of Commmnist Accession to Power in Italy by
Legal Means® vhich had been published five days earlier.

2y CIA 3-8, Page 5, Paragraph 3
3; Bee Van Slyck's memorandum far the DCI, December 23, 19L8

Ly "Its most provocative conduct, that in Germany, 1s actually

" svidence that war is not intended, If early military aggres-
sion in Europe were planned, devious efforts to compel
Western withdrawal from Berlin would be pointless. Such
efforts presuppose a quasiepermanent partition of Germany at
the egisting boundary of the Soviet zone.," (CIA L-LB, p. 2,

k¢

PErA, A

10/22 |
1. CIA 448, Pages =5, Paragraph 7
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ORE 13-L8
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in Austria”
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On the subject of the Berlin situation in gemeral the analysis is
interesting, particularly in the light of varlous less balanced views

prevalent at the time,

"Recent Soviet conduct in Germany results from Soviet realization,
at least since the London session of the CF¥, that an extension of
Soviet authority into Western Germany could not be accomplished
through the mechanism of guadripartite comirol. Since then the USSR,
wiile decrying the partition of Germany and maneuvering to put the
onis for that sitnation on the Western Powers, has concentrated on the
development of the Soviet Zone as a political eniiiy for the time
being and as a nucleus for the eveatual unification of Germany from
the East, Further development along this line would be facilitated by
the expulsion of the Western Powers from Berlin., An obvicus prere-
quisite to that end would be to do away with the quadripartite agen-
cies in Serlin, on the ground that they had been rendered meaningless
by the acts of the Western Powers themselves in the Western Zones.

The practical means of securing Western withdrawal without resori to
the direct use of force would as obviously be an intensification of
restrictions and deprivations such as would actually render it imprac-
ticahle for the Westeran Powers to mainiain an isolated positdon in
Berlin....Not intending an actnal resort to force, the UTSR, confronted
by Western firmness in Berlin and further evidence of inereasing deter-
mination on the part of the Western Powers, may well glve way tacti-
cally pending a new estimate of the situation. Even without forcing
the issue of Berlin, hcewever, the USSR has gained a major propaganda
victory by {a) blanketing news of the passage of the Foreign iid Bill
with a reminder of superior Soviet military capabilities in Europe,

and (b) precipitating a war scare that is a confession of Western
weakness wnnerving to wavering elements in Burcpe, especially in

Italy.

"Even though the pres nt tension mey subside, the USSE will prob-
ably resume ites efferts to force a Western withdrawal from Berlin.
While the maintenance of an isolated positlon there would be manifestly
difficult and even dangerous, a ¥estern withdrawsl under Soviet com-
pulsion would constitute a2 political defeat of the first magnitude,
Maintenance of the position is of value for the same reasons that
caugse the USSR to seek to eliminate itg the psychological and practi-
cal effects of the presence of an island of Western security in the
heart of the Soviet Zone, the implicit assurance 6f an eventual unifi-
cation of Germeny from the West. Its abandonment, constituting the
final concession of eastern Germany to Communism and implying that
unification could thereafter b accomplished only fram the East, would
mve a profound effect throughout Germany. The direct surrender of the
three principal Western Powers to Spviet coercion would have & pro-
found effect throughout the world,"l
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Christian This issue of the "Review," spcaking of Italy ten days vefore the
Pemocrats |
wIn Tiallan clection, announced that the political trend there had been frav&rse&
I§§§I.§§§ by effective Western support of the anti-Communist parties.“* There
were ways in which the USSR coxld attempt to influence the ontcome of
the election, but the most effective apneal to the Italians was through
the Semmunist representation that a vote for the "Popular Democratic
Front® was a voie for peace, This Communist line was having its
effect in Ttaly against the backgroun] of world tension, the implica~
ticn beling th&t the Commnistes were ready to resort to force to rain
their ends and that Ttaly might again become a battleground, In spite
of the propaganda, however, the Ttalian elections were considered to
be no lonser in serious doubt. |

CTh S=i48 Phe theme of the May issue was the resulis of the Italian electionss
R #31vhough,” said the "Hoeview," #it had been aoparent that t'e political
trend in Ttaly ha' been reversed {CIA Leh8), the extent of the Christian
Democratic victery ercesded all eipectatiane.z

Phe extent of the Christian Democaratic vieiory was said to have
surprised even the communlsts who had becn nrepared for a close Tole
.which they were helieved to be réad? v evploit throurh forece: "Om
"o election day +he Italian Communist partisans ‘went o the moun-
taing! as ih@;gh “hey meant bu=iness, but three days later they hdd

4 3
the word from Moscow and cane gnié%iy down again,

The PReview® showed an Interest in the uhexpectedly quiet reaction
! of USSR to she corsmunist failure in Italy, and thought the Kremlin's

purpose was Loappaar unperturbed in order uot bo seem to admit defeale
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1, CIA 4-48, p. 5, para, 9
2, OCIA 5-48, p. 5, para. 1
3, CIA 5-48, p. 2, para. 1
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1., CIA 5-48, Page 2
2. OIA 5-48, Page 2, Paragraph i
3. CIA 548, P, 3, Para. 3
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The afiect of t:e Italian electlon in the roeot of Burope was
found gratifyiug in that the werkers had probably cecome disillusliened
with the leaderatip of ¥oscow. "Even the Cem~unisis may be humsn
enough to blame their fuilure on the Kremlin® said the "Review."...
®tItalian Corminists, like ¢ oge in France ard Oreece, may hare coase to
resent the tendency of ¢ o planners in the Krerlin bo rejéct thelr
advice ,1;:&«.:3&6%; them into imporsible situstions, and then lst then

downie ?

thought that the Italian election ressults broughd rilisf and ~ncour-
agerant to everybody except "two plcturssque pollitlesl flrures,
Francisco Franeo and Charles DeSaulle” who wore "alike in that each
requires for his justification an frminent Commnist ma:m‘sce.“g

The "Review" peintalned that Commmidt leaderstdp in the Vestern
&wgﬁm laber movement had been prmancntly injuted in congenuence of
the election remilts. Politlcal strikes and similar potent Cormunist
weapong would now have to he largely abandoned bocause their origin
had been too clesmly exposed and they were more than Likely to defoat
their o purpose, "Twms in Idaly, as elsewhore in Wesiern Bwurepe, the
Communists! power 16 call a saralyzing gencral strike, which wms yes-
toryeer their most formidotle weapan, has now been 105’&..”3 A1 In 211,
the note of cheer brought by the Italian olectien reszulis was 'm 545 rpm
uwlating thetl the May lssae aven concodes sae h:;;‘}e with respeet to |

ireent,
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As t¢ developments in mutusl security agreements in Western
Earope, the "Review™ maintained that the signatories of the Brussels
Pact were approaehing:the provlem of Western Buropean defense with
extrene caution and with & tendency to regardAit plecenezl, “These
-~ attitudes,” according to the *Review,® "are s ratural consequence of
the sctual military weakness cf the nations concerned and of their . _
uncertainty rezarding both the will and;the‘ability of the United GHiates
%o participate in their defense. The security of the West is manifestly
indivisible, but it is equally apparent that only U.S. leadership and
effective sugport can bring abtout the development of en integrated
Western Biropean defense systsm.”l
The outlock in general during this mcnth, the vital Itslian eleetion
issue having been settled to the satisfaction of ths West, could rot
have helped but he favorable, but the suthors of the “heview" did not
become complacent on that sccount. In Furcope as elsewhere the under-
lying situsation was still favorable to Soviet tactics.
*Degpite the increasing prospects of Buropean siabilisation and
U.S. rearmament, the USSR is still far from having te choose between
a ganerél settlement and preventive war. e strength of the Weatern
Buropean defense system is as yet unimpressive; the rearmement of the
United States is still & disputed longe~range project, The Xremlin as
yet has no reason to conclude that in either case & dangerous develop-
ment. is inevitable.“z ,
This, incldentally, was the first isene efter the so called

#"Bogota incident®. In the "Review,® the Bogota riots were honored
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1y CIA 5-U8, p, 9, para. 20
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with tﬂélve lines which said that thess riots were not Gommunist
inspired, but were & result of unstable conditions in Colombia, lat-
ierly taken advantage of bty the Cemmnnists.l

During the following month the autheors of the “Rsview* had had an
opportunity to analyze in their minds the situation as a whole and to
sttempt to draw some general conclusions from itf These conclusions
amount toc the same that in wvarious forms runs th{ough the monthly
series during this period: namely thet the time was spproaching when
Anﬁriaan—led Western defense measures plus adverse bsyahnlogical reac-
tions promised to meke further Soviet overt acts of aggression in

Farope selfe-defeating. If so, iha "Review" reascned that the USSR

‘a8t #ither resort to war against the capitslist powers {the ultimate

logical extension of the aggressive policy) or resort to the dipleom-tic
tactic of temporary detente. Assuming thzt it was contrary to Soviet
interests to become involved in immediste war, then the only reasonable
approach ﬁould be through the third method. This method would have
the further particular value ior the USSR of impeding the progress of
Western éonsolidation in Burope which had been stimulated rather than
frustrated by the tactie of wviclence ané.aggreasion. |

~The June issue clainmed to perceive evidence in the nature of cur-
rent JSoviet "peace™ propacanda thet this peliey line was slready in
force. gslthnugh this propagsnda has been effective, there is inereas-
ing reason to belieée that, beneath these evideni purposes, there is

#lso & genuine Soviet desire to ease the tension between the USSR
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and the West, if only for tactical purposes. By its manner of
approach tnc USSR maintalns strategic flexibility, If the United

ORE lil-48 States is responsive to its invitations to negotiate, a new situation
"Effect of

¥oviet will have been croated mors susceptidble to Soviet exploitation than
lestrictions
on the U6
Fosition _
in Beriin" ate, the hand of current Soviei propagands will at least have been

3[ N
strengthened,

that which presently exists. If the United States refuses to negotl-

On this point, the "ieview” concludes:
#Thus without abandoning its ultimate objectives and at no more cost
than to write off postwar proapects already lest, the UBSR would be
enabled to strengbthen itself for the exploitation of future opportuni-
ties t:onfidentlyn expected to arise, Such a str::a;‘egy would be 1n com-
plete accord_wi.tn classical Communiet doctrine,®

The quarrél vetweun Yugoslavia and the USSK became punlic on the

CIA 7-48 29th of June and naturally overshadowsd other news for the month of

July. Fven so, the "Review" of this month made the first order of
business a discussion of Soviet purposes in Germany. The Borlin
Blockade, which had bheen evident before April and had been more or
less accepted as a faet in April, had becoms so complete by July as to
loom very large in all calculations conderned with international
affairs, The "Review," however, continued to believe that sctually
this Blockade was in the nature of an intémational side-show, Though
many considered that the Russian purpose was simply to cause & Western
evacuation of Berlin--thus leaving the Unlted States to choose between
hwéiliation and ware-the "Heview" considered such a theory oversimpli-

fied,
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1. CIA 6-L48, Page 2, Paragraph 1
2. CIA 61,8, Page 2, Paragraph 1

10/28 |
1, CIA 7-18, Page 1, Paragraph 1
2, Being held in Prague to establish future control of the river

3, CIA 8-48, Page 1, Paragraph 1
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Wrhe Soviet Blockade of Berlin," it said, "is consistent with the
desire to negotiazte indicated in CIA 6-LB." (i.e. the theory of a
Soviet detente previocusly referred to) "The blockade of Berlin is
designed, in the first instance, to corpel the Western Powers to
reopen quadripartite negotiations with respect to Germany as a whole
and to ronder them acquiescent to Soviet terms. &t no motre cost than
the relaxatlion of this pressure for the time being and perhaps minor
concessions on such matters as reparations the USSR would hope to sain
an effective volce in the control of Western Uermany and especlally of
the Ruhr.

Soviets halt :

all Serlin nTf the Western Powers refuse to negotiate, however, or to accept

t7affic 27th; in negotiation the U3SR's teras, the current blockade of Berlin will

ay calle

have so weakened the Western position there as_to hasten the day when
home for the ISSR would expect it to become untenable,"

consuitation
In Ttaly the time was considered approprizte to assess nogt-

election davelopments. which were found not to be very encouraging.
The Ttalian communists had abvandoned their previocus aggreszive tacties
and had turned to the more legitimate, as well as more profitable, pol-
icy of exploiting genuine laber grievances in an effort to disrupt the
Eeonomic Cooperation Administration. Unfortunately, the newly =lected
De Gasperi governmeni wis playing into Comrmnist hande in this regard
by failing to undertake reforms that it had promised befare the
electiong.

CIs B-LB The August issue distingui-hes four problems which 1t describes

OFE 37-L8 as "coming to a head™: "the Berlin Crisis, the Danubian Conference,

"Reactions of the Palestine Truce, and the contrast between the economic stability
ey THmAn :
Folltical of Bastern and Western Europe occasioned by the interposition of the
Parties Lo the 3
cisions Marshall Plan."
of the London
Tonlference" ‘With the September issue began a new method of general treatment

Enggg SE 5

CIA 9-i8
September 16 analyzing the situation in Turcpe as first priority, and then taking

under which, instead of summarizing the world situction in general,
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ORE 22«58 up particular situations 4in detail, the editors began to pilck what
”?ois o “mz they cons? ﬂem}d the most dmportant area from the point of view of the
'ﬁ%&"“méc“ preceding month, focus full attention on 4t, and then discuss Inci-

durTrg YOUB" dentally any other werld develooments that called for comment, As a
Zeptember 16
result, most of the issues after Ansust 1948 ani through most of 19hO
consist of analﬁica}; essays to which are annexed other discusfions.
Thus in September, the editors of the Review decided that no new
development worthy of special note had occurred in Europe, and devoled
most of the space to the problems of the "Asiatic perdphery.® The anal-
yais strongly reflected the doctrines of ORE 25-48, on the implica-
tions of declining Far Eastern colonialism, which bad becn published
on the hhird.l
CIA 10-48 The October edition turns back %o Europe and undertakes a discus-
Betober 20 ,
T aion of the problems then surrounding the Berlin issue. During the
fall 5 the UTnited States had hrought the matter of Berlin befors the
United Nations to attempt an international solution, It was still the
standnoint o;“-the "Review," howevar, that the blockade of Berlin, no
‘matter how sensational it might seem for the moment, was in fact no
more than & diversionary move and should have been treated as such.
“cm %8»!48 In its UN mancuver, the United States had not only enlarged the
rategic

alue O issue, but had done so in such a way as to make it difficult for the
joviet Congquest

of Eurcpe  Western allles to give the United States complete backing, "If," said

a ar
East to the Review, “the U. 5. objective 1s to secure a firm moral judgment

©
ﬁgﬁu'ﬂ:{ L‘z from the UN in order to develop a more solid front against the USSR,

it is by no means certain that the U.S. will, in this instance, be
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i, "The Breakuﬁ of Colonial Empires and its Significance for
Uy8, Security"

10/30
IQ GIA 10"1}8, Da 2’ parag 1
2¢« CIA 10-48, ps L
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abls to pull togethner the ooral force of the aall powers. ol ady
are Lhope powers aware that, a5 long a2 the diff recces boiween tho

major sowsrs are oresenied as irrsconcilable, they do nol have the

" clearly a Soviet objective to keep even their moral force from becom-
ing emmﬁr&t@d} |

e "Revlew® mesns by imnliostion to oriticlize the "nited Statesz
for adopting & "rigld and legalistie” ponition before the M ia
attempting ¢ get & poral condewnation of Soviet "falthlssspean and
double dealing,™ which "appears to foree final sholces aot only wuon
world goinlon, bub on the represenuatives to the General Assembly,.”
The "Heview" says, in effect, that even though the United Ttales
should obtain a favorable vote for uhis stand in the General Assenbly,
it eculd not exoect the asparunt ghow of confldence Yo be any more
than on paned so long a2 the sm:ll nations doing the voting lmew that
they would be in no ponition to back thelr moral Judgment, under the

. gxtyens plremstances tonding Lo he erosied.

Meanwhils, the “Heview® maintained nething had besn sclved with
respact to Berlin, Although the alr 11f¢ made it pessible to postpons
final Jdecisions, those decisions muct nhill alwirs remain in the back-
ground. A dilemma han conseguently deweloped and the 7.5, 4% now
comnitted 1 Berlin to maintein a strategle outpont on poliidesl
grounds when, in thr £ingl a2nelynsis, that ocuipost gan he saintained
only by force or with Sovist ‘ao}hssrama.a Thus, in the laet analysin,

shs Ynfted States wag taking a position which it eeuld not back up,
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Novemver 17

CHE 39-48
ange's
German

?EﬁEcz?
Decenoey 2

CIa 12-48

December 16

-31-

except by resort to war, awd in doing so was committing 1ts Hesbern
tyropean allies to much the same noaition a1t a time when a £inal
(nilitary) decision would leave them 1n a nelpless position, In order
to change this outlook (even ygiven sufficient time)} it would be noces-
sary either to force more rapid rearmament on the Western Lurcpean
nations than they could stand, or to shift the burden to the American
tax payer, In short, the United States, in bringing the Berlin issue
befors the Thited Nations, particularly in the form in which it had
been brought, was only weakening 1ts owm position in Western Europe
and in the Tnited jations, without making any progress toward a solu~
tion of the problem.

CIA 11-L8 is almost entirely taken up with a disecussion of the
altuition in China, The December issue appropriately atiempis a sort
of raview of world events covering the year just passed, with suwmary
estimates r&garding the situwation as it then stocd. This discussion
is largely in terms of power vacuums, the principal cne in Lurope
being that in Germany. In Germany (as the "Review" had held previously)
the Russians were trying to hold whatthey had while also maintaining a
position of strength aimed at eventual control of all of Germany. The
blockade of Berlin had been and still was designed primarily to create
a bargaining point aimed at the latter agbjective.

Failingz in this objective, the Soviets were prepared to accepﬁ the
partition of Germany., CIA 12<48 concloded that this point had now
been reached and offered evidence that the USSR had begun te eoncen-

trate ‘:m building up & strong, “oviet-controlled Zast German
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zovernmect, The "Review" took occasion to note tie advantage retained
by the USSR in dealing unhampered with East Germany, while in the West
the United States had to persuade its reluctant allies, particularly
France.

The first two iscues of 1949 found litile to say about Western
furope except in relation to Far Eastern European célonies. The third
jessue concentrates on the development of the North Atlantie Pact, Con-
cern was being expressed at the time over this developrent, which some
alarnists tended to view as calculated to goad the Russians into an
{msediate war, CTA 3«49 considered this improbable. The Hussians
might indulge in a variety of gestures intended to impede progress
toward a Sorth atlantic Community, including all avallable propaganda
prossure or even judiclously contrived troop movements, but the
russians would by no means look upoa Nordh Atlantie Community negotia~

tions as a casus belll. They could hardly have sipected anything less

D35
Boviot ?‘I‘Q@conzidering the coaurse of history in Zurope since 19L5.

BWa

from Eerm #
zarmarﬁ 3;

ORE 63~48
"@qﬁtieﬁ

6 -~

d

£

Western Buropean adherents to the pact would also view the devol-
opment a~ inevitable., They would realize that they were taking a very
gerious calculated risk in alighing themselves lrrevocably with the
United 3tates, but that the only alternative was swrreader to Commmism
and the USSR,

| Otherwise, the main difficulties for the Eurcpean natione lay 1

adjusting “traditional security concepts" to the changed situation,

P § “_{Ilg_g«
Jountries and in attempting to reconcile their individual differences. “..These

February 1

differences canuot be wholly reconciled. But sinee it is clear that
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QFE 28«9 without access to the productive capacity of the U.S,, no Western
RPossibie
Devgsiqpments Huropean state can new develop a valid security policy at all, there
in Soviet
?ﬁieg are compelling reasons why their governnents should hunt for the best
owar 1
netriat possible compromise,® Thus theres would not be great difficully in

February 1k

the initial stace of forming the Pact,"...'ut this estimate is x'm}.id‘
only during the peried of initlal impact. The longer term raises -
other problems and does not permit so generally favorable a Judgment.
The Atlantic Pact M.,...5tates an intention of resistins Soviel-
Commnist aggrossion (but) does not immediately provide the muans of
resistance, This problem cannet be quickly solved, Pending salution,
the world power situation will remain in its present uncertain
balance...."2

The only way to a solution would be through the actual rearaing
of Western Furope, which would bring its own problems, "Strains will
develop at all possible points in connection with the practical imple-
menting staze, and a sense of insecurity will probably begin to reap~
pear as a distorting factor. This in turn will provide a target area
fer Soviet propaganda,® In the course of this development, a (Soviet~
inspired) war scare might be expected which, among other things, might
have the effect of driving o‘chér countries, not yet contemplated as
North Atlantic Treaty members, to wish to 4oin the alliance as thelr
only practical means of protection. Ttaly, Portugal, and Spain were
discussed in this connection.
CIA l;,.!;% spril 1949 struck the editors of the "Review" as an appropriate
April et

time for a general recapitulation and "stocktaking.” The principal
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occasion lay in the culminatien of thwee years of effort on the part

of the United States to erect an effective barrier to Boviet expansion
in Europe. The Ai;lmtic Pact had succesded at least to the extent

that it had strengthened the psychological resistance of Western
rurepe to the advance of Communism and had made it difficwlt for the
Rusciansg to improve their position any further there., Hence the situ-
ation in Europe was taken as definitely improved from a Unlted States
point of view. The "Heview" warned, nevertheless, that this improvement
was actually only on the surface bscause the United States was still in
no position in Europe to deploy force which could come clese to equal-
ing that available to Soviet Russia. In the last analysis, the
"Review* pointed cut, the world security balance stillrobably depended
on lwhat was then believed to be) the United States monopoly of atomic
WEapons,

Meanwhile, the sensitive spot continmued to be Germany, which was
still an area of "concentrated power competition' largely because the
ultimate logic of partition had not yet been fully accepted, The
scontinuity of U.S. interest in Eurocpe® had been clearly demonstrated,
howeverj the Eurap'ean nations were now debuting how far ihey could go
in relying on the continuation of this interest.

The concluding paragrsph of CIA L-ky rcads, "Finally, the gquestien
comes up of whother or not the USSR, restricied in Furope, will modify
its policy towards Western Europe, seek simply to consolidate the
advantagedus positions it has gained wp to this point (i.e. in Eastern

Europe) or concentrate on the long~term objective of developing the
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significant opportunities that have been opened in Asia. Such concen-
tration would net be incompatible wlth continued pressure in Zurope and
the Near and Middle East, It would also be compatible with the logic
of power relations as analyzed by Marxist dnctrine.l ‘

Thus, after the first quarter of 1949, the editors of the "Review®
apparently believed that the USSR would, for the time belng at least,
make no more opernly aggressive moves in Europe on the order of those
it mad tried successively since the end of the war. Tnstead, CIA L-L9
sended to the conclusion (after an anslysis of the situation in the
Far Eagt) that the USSR would concentrate on improving the already
favorable situation in the Far Easi.

When the May issue was printed, the blockade of Berlin had been
1ifted, In order to furnish an explanat ion, the editors reviewed
éevelopmnts in Germeny, showing again yhat the Berlin maneuver had
been essantislly an attempt to force & roeturn to the status quo in

which the USSR had had a voiee in the administration of the Western

. gones. When the maneuver failed of its purpose and finally passed the

point of diminishing returna, the USSR offered to 1ift the blockade,
coupling the offer with a proposal for a Council of Foreign Ministers,
so timed, according to the mReview," that the discussion could be held
pefore the United States had become {rrevocably committed to
Parvition.

The important question, then, was what Soviet goals and tactics
conld be ewnected at the Council of Foreign Ministers. The "Review”

did not claim to know., It set up 3 hypothesis, however, that the
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Soviets cauld either {a) enter into negotiations with no intentlon of
settling anything but merely to obstruct the consolidation of Western
Furone; or {b) go into the Council of Forclgn Ministers with the
jntention of reaching agreements based on partition. In either case,
of course, basic Soviet objectives with respect to Uermany or furope
would remain unchanged, The first possibility would represent nothing
mich more than a continuation of past tactics and with little more
chance of success, The second, while apparently removing same of the
causes for urgency from Western defense plans, would by no means ruls
out Communist oppertunities for making further progress in Europe.
Over the long term, the Russians could depend on their own growing
strength, the "inherent contradictions® in the capitallst economy,

and the favorable shift of the balance of power in the Far East,
Without venturing a guess as to Soviet tactics, the"®Review® certainly
did not rule oot the possibﬁ:ity of Soviet negotiations in relatively
good faith. In this connection the *Review" observed that strategy as
planned for the Council of Forcign Ministers was well designed to deal
with Soviet negotiations conducted for propagands purposes only, but
would be weak 1f the Russians turned out to be in earnesd.

The Council of Foreign Ministers was in mid-session when the June
imsue came out, and the most the "Review" could say was that the
Russian negotiators had been making very little sense--cven with an
ey to oropaganda, A1l they seemed to have in m'nd was a poscible
return o a type of status quo which interested no one, including the

flermans., In order to explain this mystery the editors hazarded a2
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guess that the estimates provided the Ruscian negotiators at the start
of the conference had proved to ba faully soon after the nmeeting began
so that the participants practically had to improvise and mark time
pending further clarification.

By July, the Council of Forelgn Ministers had ended in a blaze of
nobhing in particular, leaving {(according to the "Review") roam for
1little conclusion except that there was no longer any basis for a com-
promise agreement on Germany, A8 to the reason for Soviet tactics,
the "Review" suggested that a combination of (a) wnexpscted Communist
slection losses in East Oermany; (b) the contrasting willingness of
the West Uermans to fall in with Western plans, and {c¢) political and
economic troublee that were belleved to have been developing in the
Satellites had caused a quick change of heart, The Kremlin in other
words, did not feel confident enouph with respect to iis .oam position
to risk the loss of Fast Germany in a gamble for the larger prige, The
eatimate concludes by saying, "the cutcome of the meeting likewise
lends further confirmation to the estimate that the USSR is not in a
position 'tb, and has no imaedlate inteniion of, delibeﬁtely mmrﬁm@
to military action to gain its objectlives in Western Europa‘“l

To all intents and purposes, the Council of Forelgn Ministers had
Jeft the German and Eurcpcan problems exactly where they h;ad been with
perhaps an added bit of confusi on and uncertainty. In this situation,
CIA 7-L9 was prompted to say that the Soviets enjoyed a stronger pesie
tion to further their ends in Germany than did the Western powers

because the Russiane, who had not yet fully committed thenmselves %o
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1, This statement was, of course, legitimate, in that it was in
accord with the recently published ORE 2248 and 22.18
{Addendum) in which the IAC agreed on immediate Soviet inten-

tions, but it was still a fairly strong statement to make in
an uncoordinated paper, (See No.

10/38
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Partition, were still in a better pesition, if they chose, to offer
the Jermens 8 truly unified state.

The major part of the June issue was taken up with a discussion
of the status of the Anglo-American alllsnce whose ultimate impcrtance

to the United States was stronply argued. The "leview" concludes:

ig that, inscfar as U.S5. security is linked with & UK ability te nmein-
tain tacitly zgreed poeitions and to develop generally accepled pcli-

- cles, a significant uncertainty is created by the fact that this abil-
ity seems tc depend almcst entirely ucon the maintenence of an umprece-
dented volume of exports in an increasingly unfavorable world market.
The general type of problem likely to arise froa this uncertainty will
be one of how to transfer mcre and more of the coits of maintaining a

. gombined security position from the UK to the &.Y

[ ®The essantial conclusion that csn be drawn from this anzlyeis

Ciz Be49 In Fyust, nothing of note was discovered in the Furopean scene.

,Isggaf 17
In September, the "Review," reiterating a ststement made in July that

CIE 9-i4 after the Paris CEM, the principal concern of statesmen in the ceold war
September 1)

would be with internal developments within their respective spheres of

influence, concentrated on a discussion of Soviet Satellite relationships.

CLA 10-L9

Gctober 19 By October, the previously assumed balance of power had heen
Bonn upset by the anncuncement of the first Soviet atomie explosion, The
Government

Iﬁaaggzgigd "Teview's" reaction was brief and by no means alarmist. The atonmic
Jugust <y

race now would be cenitered in stockpiling rather than Soviet devclop-

ORE 7h~L9
tBovernmental ment of 2 bomb, The new danger point would be reached if the Soviet

Frnsigms on
one stockpile equalled that of the United States or became large enough to

3ecar§€§ and
Internation- perait inflicting & cripplin: blow on the United States.

8 airs

P The political and psycholoyical repercussions of the new develop-
D er 27
ment were obvioua, The "Review" concluded that "it is certain that the
U88R Pro-
Tests W. USSR has an enhanced 'ecold war' cepability.” In terms of space at least,

Termen Lov-
ernment under
Tleck
§2§95er 12
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a much more important October event than the Scviet bomb explosion was
the devaluation of the Aritish pound.

The last two issues of 1949 are taken up for the most parit with
an analysis of "regionalism" as it was develoning ia various parts of
the world, and particularly in Furope under the auspices of the United
States., | |

Aecording to this analysis, reglonalism, developed spart from the
United Nations, was not incompatible with the United Nations and was a
favorable dewelopment for Tnited States security., Desplte its weak-
nesses as an instrument for preserving world peace under post war con-
ditions, the Ugited Nations had,become a "going concern® which had-
served many good and indispensable purposes with respect to such dis-
putes as those in Palestine and Indonesia, The mere fact that the
USSR had not withdrawn from the United Nations was taken by the ieview
as testimony to the organization's strength.

On the other hand, something clearly had to be done {since the
United iations as such could not do it) to set up a counterforce to
the imperialist ambitiona of the Soviet Tnion. "Regionallism has
proved about the only feasible way, short of naked imperialism, that
the sovereign states of the Western world can medify and partially
harmonize their confliciing national interests..."l The conflict
which hampered rcglonal pacts waz a conseguence of nationaliam; yet
nationalism wag oné of the strongest anti-Soviet forces. The problem
in countering Soviet imperialism, therefore, was to transform nation-

alism into regicnalism,
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In terms of regionalism, the December 1949 issue alse contains a
discussion of Bast-Wast trade (probably one of the first sericus intele
ligence analyses of that later much-discussed issue). ®The strongest
card in the Soviet hand in Western Burope," sald the "Review,” "is a
1imited but significant trade link between Germany and the Satellite
states of Eastern Furope....There is no simple sclution to the threat
of ths economic attraction the Soviet spehre has for Germany. HRast-
Wost tmdsl;ﬁis'a commercial advantage to Weétem Eurape as well as a
threat, a?xé it will probably continue to expand, It will become a
critiealv dmger only 1f the USSR had the power to disrupt Western
Enm;;ean eammies by cutting of f the flow of commodities on which the

1
Western naﬁ;iom have come to depend for stability."

B. THE ANALYSIS RESPECTING FASTERN EUROPE

Thﬁ» first issue of the *Review™ outlines as an important part of
amumedi‘féovi@t Policys

"Ti xterti its own power and influence and to undermine those of
the United States so far as is po sible by politieal, economic, and
psyc}mlqgical mcans, including action tos

/ P ‘Prevent or retard recovery and stabilization in non-

i/ Boviet areas..,.{and).,..Exploit the wecakness, insta-

' Hildty, and confusion prevalent in neighboring coun-

{ries to bring Yo power thérein Commnist or Comministe
&ontralled governmenta, .

,~we= Was, . ¢i’ course, a statement not cnly of presumed future Soviet

/" policy, ‘zm‘t- of that which the USSR had followed since 19L%.

Cominform mmn the "Review® began to be published, the Sovist "satellite®

announced
October 5, ' 'pattern ;ixaa almost completely ectablished, The only changes of impor-

,’if‘ﬁ_;ame stﬁ.ll to come in Eastern Iurcope were the final adjustments in
: z lﬁ-‘

i
i
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Hungary, the coup in Czechoslovakia, and the defection of Tugoslavia

from the Toviet system., The elitors of the "Review" were inc ined to
regard develepments in Fastern BEurope as more or-less inevitable and |
as having had the effect of extending the boundaries of Russia:up to

approximately the Stettin«Trieste line, depending on how Qermasy was

regarded in cold-war calculations.

Heviowing the Eastern Luropean situation in November 19LT the

£

"Review® astates:

*In Eastern Europe, the satellite governments are proceeding
apace to destroy not only the opposition parties, but also those which
have collaborated with Communiste in the several national fronbs. An
evolution toward Communist totalitarianism in the Satellite States was

to have been antiecimted, but the pace anpears to have been acceler-
ated sharply in almost panicky consideration of the persistence of
popular disaffection in Eastern Eurcpe and the political trend in the
West, This process has been substantially comploted except in
Hungary, where it 1s nearing completion, and in Cgechoslovakia where
the non-Communist parties are still capable of resistance, For vari-
ous reasons, hoth political and economic, the Communists must proceed
more slowly and adroitly in Czechoslovakia, but even there they can,
with Soviet support, establish their complete domination of the coun~
try whenever, in the judgment of the Kremlin, overriding considerations
require 1lt." C

The issue of December 17 (CIA-3) continues this line ef reasoning
in saying, "In view of the strength of the non-communists in
Cgechoslovakia, as indicated by thelr recent victories over the .
Communists, the Kremlin is not yet willing to risk the pelitieal and
economic congoquences of ordering the Communists to use ihe ruthless
tactics euccaévsfuliy employed in the other satellite conntries.”z

On Januwary 12 s Cnntral Intelliigence found no cause to mention
ﬂﬁ‘eehnalcvaﬁia exéapt in ‘cemnection with diseounting rumors then cur-

rent about a coming ineorporation of the Balkan satellites into the
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USSR. ' CIA=S, w:ose publicstlon ‘preceded the coun by fourteen days,
dlscussce Czechoslovakia at =ome length, but the discussion wee
influcnced by the "Review'!s" cwrrent foeling that Comminist strategy
in Europs generally had turned in the ‘irection of nonevigient pcliti-
cal strategy. " hethor the USSR will permit the Communisis o accept
an unfavorable verdict or will insist upon a subsequent reseri to vie-
lence {in Gsm:}w'ﬂa*mkia)- will probably depend wpon what deelsion the
Rremlin will have made at that time with respect to its basic policy
toward the West. ”1 Ttls outlook was, of course, in accordance with
the CIA formal ostlimate on Csechomlovakia then leing pmpamdg?

Since the l‘:&ach comminists had the means of capturing the govern-
ment by force whensver they choee, the only quntion remaining was one
of m:thods The intellirence then being received, however, indicated
that the Communists were beading  all their efforts toward an inten-
sive slectoral camoaign, In the absencs of eonirary intellirence
indicating that this activity mirht be only a blind for more forcoful
plans, it was reasonable to conclude that the Cmech Camminists would
at least try the electoral method before going to extromes,

The "Roview® in short 44 not warn the govermment of an impending
coup in Czechoslovakia, In the oninlon of the editors, however, the
monthly did not err badly in this respect. In the Murch issue they
stated zimply that when the nonecommunist parties in Czecholovakia
had beeome stubbern regarding Communist control of the police--yhich
the Communists deemed essentlal--the Comruniats decided to met helore

it wus too late, The result had becn to change nelther Czechozlovak
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Communist intentione nor capacilitles, and the coup represented 1it-le
nore than a cholce of methods, The same resulls would have been
senisved sconar or later 1. any cane,

For this reason the editors consldered Lthat the wideegpread alarm
over svenis in Csechoslovakia was ot of proporticn to the sienificance
of the event. Possibly the mowi interesting point in the affadr, frem
the Heview's point of view, wis the resscning thai must have beon gone
through in the Kremlin where the desirabllity of making a final seil-
tlement of accounts in Czechoslovakia had to be balanced agéinat the
undesirable comsenuences of overthrowing the government by ferce.

Prom the accomplichment of the coup until June, the Satellite
situstion recelved scant attention In the *Revisw,” In the June
ismue, however, there are three brief satellite notes on Czechoslovakia,
Hungery. and Yugeslavia, The first simply notes th.at the Czechs nsnaged
te reglater & significant protesi vote in the elegtions despite all
Oommunist methods of coercion. ALl effective oppomtlon in Hanrary was
sald to be dead excest that of the Church which had the courage to
challenge tho governmont on the subject of relizions educations It
would bacome necessary, #idd ihe "RBeview,® for the Comrmunists Lo gupe
press the Church, Of Yugeslaviz, the "Review" eald in pards

"'he Tito rogime, rebuffed in ite adventurous foroign poliey with
respect bo Triegste, Austria, and Gresce, in now beset with inercazing
domestic Aifficulties, chiefly cocnomic hut alac political.sseilthough
this purge (of certsin Yuzoslav economic ministers) will insure Titols
politicul eontrol, it will not improve the economic situablien, Arid

these domeatic Alstractions, the i‘mignlpaucy of Yugoslavia ray
become loss adventurousz than heretofore,

Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1



Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1

30/k3

1’ CIA 6"’483 Ps 6, para. 12

10/l
1, CIA 7-48, p. 1, para, 2

Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1



Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1

bl

This is the first direct reference to Yugoslavia in the first
nine months of the "Review's" histoary. The mere fact that economic
conditions in Yugoslavia were thought important enough in June to bear
mention at all, may conceivably indicate that the forthcoming events
were casting a shadow ahead in the form of intelligence that needed to
be better interpreted. Otherwise, it may be said that the "Review®
{and Central Intelligence) had no inlkling of the approaching ‘oviet=
Yugoeslav split. |

It was probably true, however, that Central Intelllgence perceived
the true significance of the Cominform's remarks on the subject of the
Togeslav government ahead of the general public and the press,

The "Review" had no hesitation in calling the inéident % eeathe
most significant development in international communism in twenty
years,™ The Cominform denunciatlon, it continues, "brings into the
open the latent conflict between international commnist discipline
and national sentiment which has been inherent in the situation since
the expansion of communist control beyond the historical frontiers of
Russia, and pute in question the ability of Russian controlled commue
nism to retain power indefinitely beyond those front.iers."l The
event, according to the "Review," left the Kremlin in a dilemma: it
could not allow Tito's independent stand; yet it knew that by using
"excommunication and interdict® as the "only sanctions available to
the Kremlin in this case" it was exposing Soviet imperialism, as
directed through the Cominform, for what it was. Although, according

%o the “Revlew," there was nothing directly that the remlin could do
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about Tito, "yet cach pansing day of his dmpunity damages itz pres-
tige in Esstern ‘urope.” The andlysis coneludess "Tite, for his
part, eannot imiedlitely turn to the West without rendering his posi-
tion vulnerable, He must damatrata hie loyalty to comnunism and
pmwst, his innocence of heresy. Wably, however, the logic of
his ponition will foree him inte qiéﬂfoaiatim with the West ua‘; factor
in the balance of power, however J}ﬁamuniatic his domestic policy. *‘1

Regarding the ultimate erf@s of Titols defection upen the world
commanist movement, the "Review' is cautious, Titolsm might, of course,
spread and "eould prove 1nfey?§.ous in the non~-Russian cemmnist world
and cause 3 aschism cmmpara%}le; only to that detween Trotoky and %&lingf
The "Heview" does not pmdiq@ any such development, hmew, and thinks
rather that a series of Pa_fty purges will follow to reot out any latent
Titoiim outaide of Eriuggalajﬁi;

One sentence anong t:ﬁ ;bmnts spon the eff ot of "Titolsm® oute
5146 Yugoslavia is of parﬁ.mﬁw interests “The Chinese Commnist
Party is gailty of mwt cante :%A the imdictment of Tito, but noth ing
is likely Lo be sald aboui thate® ! This is, In essence, one aspect of
the estimate concerning the probable develepment of "Titelmm" in China
that was cxpressed at grenter length 'n subsequent formal Central
Intclidgence estimates o Sino="oviet Nlations,

In October, the Review twmed againvo the sitwstien in Fastern
Eurepe in connection wif.h the Berlin ble% Desnite recent rumors
to the sffeet that & m, oentral of ﬁ'asmmmrm was boling eroded
by nationallst &evﬁ.atim, the internal m..,tmts@ of the Satellites was

here descaribed as "a !‘a nole o be Wtcm, \an epportunity for

‘\
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decisive exploitation.,® The analysis concludes: ®thus, although
adverse factors can be noted, the general security of the USSR in
Eastern Europe has not been undermined, Nor need Soviet aims in
Germany be modified becuase of fundamental wealmesses in the rear
areas,"l

CIA 11e48 further explains the situation in Eastern Europe from a
Soviet point of view, The mere fact of the contrast between standards

of 1iving in United States supported Western Europe and Soviete-supported

‘Eastern Zurope would be enocugh to perpetuate dissatisfaction if nothing

else existed, and undoubtedly therc was enough popular unrest to farce
more and more police methods of control. Police methods, however,
would be sufficient to assure ohedisnce, What the Soviets would not
dare to d;: under the circumstances was to use the countries concerned

a8 & base of military operations, Thus the satellite sitmiion would

be one of those tending to confine the USSR to political tacties in the

Eurepean struggle.

The first issue of 1949 returned to the problem of Yugoslavia with
the comment that "The position of Marshal Tito has become so paradoxi-
cal that an examination of it:is useful in rélation to the broad
US-USSR power conflict in Europe and the Mediterranean and in anticé.pa-.-
tion of the reopening of the question of an Austrian peace treaty.*

If Tito were Yo go too far toward relations with thaﬁest, he would
lose much of his Communist following in Yugoslavia; yet the only sclu-
tion for the impossible economic position in which the USSR had delibe

erately placed him lay in good relations with the West. Th: only
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®BE 16~k other way out of the dilemma would be through accommodation with the
"The o8lay :
.7~ USSR which would be equally impossible because {among other things) it
¥ebruary 1l
would deprive Tito of his nationalist following in Yagoslavia, The

CRE S0l Meview" concludes that "The most than can be said at this time is
{Ticance

s

1} that Tito is coming steadily nearer to the point at which he must make
= fundamental choicess In thie sense, the situation is becoming more

fluld and hence nore susceptible to U.S. influence and manipulation.®

QEE hgzlézof There had already been signs, the "Review" asseris, that Tito was

aigosiav  softening his anti-Western pelicy. Meanwhile, he had plenty of oppor-

8 _
ABIEIE To tunities ahead to placate the nited States still further. As to the
Resilst boviet

Pressure  question of what the United States could do about it (not a concern of
dur an
June intelligence but a type of question that the "Review® sametlimes took

occasion to answer): "A careful loosening of export controls might
now sve a useful political end if it enabled Tito to keep his head
above weter month after month but did not commit the U,5. to saving
him, .. But untll inescapable economic necessity has forced Tito defi-
nitely to show his hand, the proper basis for a U.S5. decision does not
m»:ist-"l
CIa h,-h% The general recapitulation to be found in the "Review" for April
aprat eY
1949 has little to say about Eastern Europe except that & further
shift in favor of the United States in. Western Eurcpe would farce
the USSE to make increased efforts to "eonvert Eastern Europe into a
defensive buffer region."=-w-an idea which had been expressed before,
In July, the subject came up again in connection with the abortive Paris

Council of Foreign Ministers, The failure of the Soviets to negotiste
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on that occasion was interpreted as indicating weaknesses in the basic
Soviet position which were thought to derdve in part from eccnonic
weaknesses in the USSR and in part from uncertain control over the
Satellites.

“The way has not been found," opined te "Review," *to reconcile
international dictatorship with strong nationallist sentiments in sate
ellite and fellow traveling states,® Suwmming up, the "Review" comments,
“These limitations on the exercise of Soviet control over the satel-
lites and‘the- persistence of an important element of national
tdeviationism' among the local Commnist leaders, almost certainly
resiricted Soviet freedom of action in the CFM., The USSR could not
make a longeterm play for a united Germany partly because its control
over the satellites was not strong enough to risk the antagonisms that
such a pollcy would arouse in Poland and Czechoslovakia. Before it
can make this plan it must eliminate, if it cani all traces of ‘devia~
tionism® among the satellite communist leaderse

The discussion of Eastern Lurope for 19L9 is concluded in the
issues of August and September. The split between Russia and Yugoslavia
had obviously opened the way for better relations between Yugoslavia and
Greece, "There is little doubt," said the ™Review," ®that Titels
policy with respect to Greece and the Greeck guerrilla forces iz in
process of changing...+The game is one of very complex maneuvers,
delicate balancings, snd double~talk.,...The stake is Titol's survival®
{in the form of a YWestern guarantee of his regime which "is politically
remotc™). Already, Yugoslavia had greatly diminished help to the
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Greek guerrillas whose morale and cause were suffering accordingly,
The "Review" thought, however, that "Full implementation by Tugoslavia
of a policy of rapprochement with Greece is....not in sight.“l

By September, the "Review" was ready to adnit that the state of
affairs in Greece (over walch it had for so long been exiremely pessi-
mistic) had definitely improved, The principal reason, of course, was
virtual withdrawal of Tito?s help.

More Important, for the moment, was the strong pressure being
exercised by the USSR against Yugoslavia which had currently been
intensified to such a point that some observers in Washington saw an
impending invasion of Yugoslavia by the USSR, or if not, an indirect
invasion by the use of Satellite armles. Tk'le "Review" noﬁ enly did
not think any invasion was in the offingt it offered quite different
reazznn for Soviet tactics which it said, however, "cannot be dis- |
missed ag a routine war of nervas."2 It was true, the "Heview" said,
that the continued existence of Tito was not only intolerable but dan-
gerous to the USSR; and that he had to be eliminated sooner or later
if the Kremlin were ever to enjoy anything like internatiﬁnal peace of
mind, It did not follow, however, that the USSR would risk war at
this time in order to overthrow him.

The pressure against Tito, meantime, served its own purposes.

For one thing, any tendency toward a rapprochement between Yugoslavia
and Greecce immediately isolated Communist Albania and placed it in
jeopardy. Jaintenancce of a threat from the East tended to protect

Albania. For ancther, Soviet pressure lent encouragement to dlassident
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CIA=l, ps 5 Note that thissmounts to a summary of current
accepted ostimates on Orecce,
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slements within Yugoslavia, Since a direct allitary attack would run
too great a risk of wir, and since economic sanctions had already done
no more than %o drive ito into th: arms of the Wert, the best chance
el aliminating the regime was throuwsh some form of intormal coup.
This, the "Review” iended to belisve, was the srincipal alm of current

Soviet strategy.

Co THE ANALYTIC O THh 3EAR EAST

The "lHear East" (8lso called "iiddls Eust” and "Hear and Midile
East¥), as wlerstood in th: Review, included Gruece, along with India
and Pakistan, but did » 4 inelude Burma or Yugoslavia, Odd as this
arrangerent might sesn in some ways, it made a ceriain amcunt of scnse
so f2r as $he sdltors were concerned, becauze the Comminist pres-ure
on (reece was viewsd az vart of & Soviet flanking meversnt which had e
be understood in the context of the Hea- Zast,

The firet lssue of the 'Heview" exnlaine the "second priarizsy” -
accorded the Hear £ st among U° sceurity censlderaticns as followe:

"ie & rogion, the Hear and "dddle Just is of smecond priarity from the
noint of view of containing the "SR and eventually redressing the
balance of powere--but cithin the general area the situition in Orecee
iz of great importance and the utmont urgency, while the situ:tion
with rempect to Palentine {9 extremely dangrrous, T rogion ddffeors
from both “estern “urope and the F.r East in that (axcest for India}
its human and matorial resources are inadeguate for the development of
a8 aignificant power notential. Its great Imporitance, second only to
that of Western urops, liss in its strategic location as a barrisr to
further Soviet expansion, 3s an esgential link in Communications
between tho West and Essb, as a potential base from which power devel-
oped slsewhere could be brought to bear on the sources of Joviet
perer, and in the vital imsortance of the oil of the Porsian Gulf
states Lo the Wertern nowers,” 1
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Of the current situation in Qrecce, the ®Review'" commented: "...
At any time, US armed intervention may be required to prevent its col-
lapse and to restore the situstion. The loss of Greece would not only
impair the strategic position in the Eastern Mediterranean, but would
also have profound psychological repercussions throughout Western
Europe and the Near and Middle East,"
ORE=55 The paragraph regarding Palestine argues the case generally hsld

.........—i
*Cansequences
of the in the various formal CIA estimates on the subject, but does so rather

Partition

of mere strongly than any of them.
Palestine,”
November 55 "The situation with respect to Palestine is fraught with peculiar

difficulties and dangers, Zionist leadership,...has pursued its objec~-
tives without regard for the consequences.. The Arab reaction is bit-
UN &ce;p‘cs ter and potentizlly violent, endangering not only the Jews in Palestine,
rtition hut also the stritegle interests of the Western powers in the dear and
rﬁn for Middle BastesseTheir (the irabs!) principal means of retaliation
Pm against the US and the UK would be the cancellation of British and
November 29 American oll concessics “ince the arabs could not operate the oil
properties themselves, uund aince, in thess clrcumstances, they would
be in desperate necd oi popular supyort, it is probable thai they
would eventually transfer these concessions to the Soviet Union.
Soviet control of Arabian oil would be disastrous to Western interests.
Bernadotte This course of events, of which there is a real and grave danger,

sent to would not only wreck the strateglc position of the Western powers in
Palestine the Near and Middle Eaxst, but would also have a fatal eflect upon the
as UN econonic recovery of Western Lurope and would seriously impair the war
mediator potential of the Western Powers.”l
W, _

Having thus summarized the strategic significance of the Wear

Qreek | East, the "Review" was left without a great deal to say in succecding

Communists

announce  lssues, With respect to Greece, the tone of the "Review" was uni-

"Markos" X
overnment, formly pessimistic up to the summer of 19L8 when the supporting
December

Satellite front was broken by ithe defection of Yugoslavia., Until then,

the strength and backing of the guerrillas on the one hand, and the
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sernadotte confused Greek political situation through which US policy had to work
assassinated

September 1/ on the other added up to a gloomy forecast generally noted briefly each

(RE 3848 month. Decisive events always seemed possible, but they never came to
ossible

Beve!gg, ments passs
om

Palestine The same was trus of Palestine, The British Mandate was withdrawnj
'ruce
:fEIz 27 the State of Israel was established and recognized; a Jewish-Arab war

Arabs began as predicted; the Arabs threatened a Jehad; the Jews took advan-
decide on
Ho tage of their military superiority; the United Nations medlator went
wer Partiticn
to Palestine and was assassinated; a truce was eventually arranged.

Terrorism
in Nothing was settled; violence contimued and varied only in degree, The

Palestine; A
Marines  Arab world was embittered, and the United States had become one cbject

sent to
lediterrancan, of that bitterness, The Arabs, however, were powerless in the face of
January

Jewish strength and thelr own divided counszels,
Under the circumstances, the "Review" had 1ltile latitude for
anything more than news reporting. The underlying coordinated esti-
CRE~69 mate held gcoé, however that 1ittle in the situation favored the

"Conaequences
of Communist United Stabes, At the same time, the future for the USSR in the Near
ontrol o '

freece in East looked bright, depending or how the Kremlin wished %o explolt it,.
the Absence
0! The brightest spot in the Near Bast, according to the Review, was
Counter- ’

Xeticon,” Turkey which remained firm and represented the anchor of inited States
F‘e‘émrwi b4
interests in the eastern Hediterraneax_x. In Bgypt, a8 in the Near Fast
generally, the nationalist movement was strong and much depended on
ORE 7-48 the success of established British influence and diplomacy. During
*Possible _
Developments the period in question the Anglo-Egyptian dispute over the Sudan

in Palestine,"
February 28 remained just under the surface,
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Saudi Arabia was safe in the friendly control of Ibn Saudg yet a

of Certain pro-Jowish policy in the Near East risked even his friendship.

Courses
of Ict:{gzg
with respect

tp Greece,"
April 5

US aske UN
0o reverae
stand on

Partition of
Palestine
Varch 17

CIA 9=18
September 16
Tsrael

By

Ceagse Fire

arranged
?aiesﬁ ne
qune 10

"Grammos®
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in %reece
Ku@s?

CIA 11-148
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{n Greece"

November 17

o long as Almed Qavam remained in power in Iran, the interests
of the United Btates were well served, Qavam's policies wers not only
generally favaratble to the policy of containment in the area, but he
secmed able, on occasion, to oute-mansuver the Russians themselves.

Dut Qaven, like his successors, however willing they might be to fol-
low the policles of the United States as affecting Russla, resisted
all pressure for internal social reforms. The result was social
unrest in Iran favorahle to Communist purposes. As in Oresce and
Palestine, however, nothing decisive happened, The "Review's" report
usually left the impression that the situation waz subject to radical
change at any moment.

“The principal interest in India during this period centers in
the dispute between India and Pakistan over Kashmir, which always held
the threat of war between the two new-born countries, The "Review"
admitted the possibility but doubted the event.

In September, 1948, in connection with a general review of the
situation in the Yperiphery of Asia® the "Monthly" arrived at a sum-
mary of co:ditions in the Near East as an area wherer "The US (is) at
a present disadvantage vis-a-vis the USSR, US policy is confronted
with the problem of striking a balance between supporting local
nationalist aspirations and maintaining the colonial economic inter-
ests of countries to whom ald has been pledged in Western Furope,
Existing UK influence 1s of considerable value in solving this prob-
lem and, particularly in the Near East, cooperatlion to preserve sta-
billity 1s now well developed. But the USSR is wholly free to champion
the ambitions of indlgencus peoples, and can be certain that immediate
Soviet interests are being advanced and that US and Western European

interests are being impeded by the mere fact of social, economic, and
political disorder,"l
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The "Review" goes on %o say that the most satisfacitory solution
would come 1f Colonial powers and their former dependencies could work
out satlsfactory soluticna faster than the USSR could expleit indigencus
dissatisfaction, Another way was for the United States to take steps
to supplant the influence of form=r Colonial powers, a move which, how-
ever, was being met by Joviet nropaganda againat "US lmperialism,”
"The US security problem created by this general situatien 1s a long-
term éne, It is primarily concermed with the relative strategic posi-

tions of the two global powers, one of which 1is essentlally a land-air
1
power, and the other of which is essentially a seawair power,*

In this context, Turkey had become "the strong western anchor of
2
the US position in the western priphery of Asia," In Iran, however:

"Internal social conditions lend themselves to subversive
exploitation by the USSR, and the Iranian govermment 1s habltuated to
a foreign policy that wrks by forcing interested outsiders to bid
against each other, Although this bargaining nabit is now held in
check by the unmistakable threat of the USSR, it must be assumed that
US influence will be exactly measured by the r2ality of US ald and by
econtimal Iranian estimates of the depth and permanency of US interest.

The Arab states of the Near and Middle East present a very unsat-
isfactory picture. The tendency of the rcgleon to become a2 nower vage
uun, though visible ever since the breakup of the Turkish Bmpire, has
been speeded wp by the siiuation in Palestine which has created local
power aspirations and at the same time revejled the absence of power
resources that alone could force a final decision a2t the local level,
At the moment, the Iasracli military position 1= favorable enough to
encourage intransigent expansionism, The Arab states, however, are
capable of maintaining a prolonged guerriila activity that. can consti-
tute 2 serious drain on Israall economy, Determined action by the
United Nations might force a final territorial settlement, bub would
leave irab-Jewish tensions wnresolved, Continuation of the present
indecisive situation encourages all elements on both sides to seek
external assistance, The situation is made further unstable by the
intcrnal weaknesses of the individual Arab states, With the exception
of the states of the Arabian Peninsula, Arab governments are in constant
danger of adopting extreme courses in order to maintain political con-
trole US influence is at a low ebb and an improvement cannot be
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in the near futurc. The opportunities for Soviet exploitatio: are
manifold, but there is little concrete evidence that a stepped-up cam-
ORE 68«49 paign for this purpose has becn initlated. Unless direct military
*Current action in Furgpe is contemplated, Soviet interests in the Near and
Situation Middle East are adequately forwarded by minor actions to encourage and
in Israel," prolong the present chaotic situation, This in itmelf lays a basis
June 18 for the future by discrediting the purposes of the US and the UK." 1

The November estimate sald that "In the Near East initiative lles
almos® wholly in Israeli hands and the Arab States are uncomfertably
suspended between the over-stimulated opinions ef their citizens and

2,
their susplcion of each other. In December, there were new worries
over Greece where the military campaign had begged down and the new
government was said to be worse than the old, "In relation to the
stated lntention of the US to remain in Greece and, more significantly,
‘ in relation to the Anglo-American strategic position in the Eastern
ORE 69=49 Mediterranean, two possible conclusions emerges (1) the capacity and
"Relative US
Security willingness of the (reek pcople to play the p rt assigned to them by
Position in
Eurcpean- US policy has besn overestimated; or, (2) the requirements of enabling
fediterrancan
Area and the them to play this part have been underestimated.” In Turkey, the
Far East,®
September 1l Russians were employing the diplomacy of insult, In Iran, "leaders
still find it safer and morc profitable to continue to coope raté with
the US than to seek to conciliate the UBSR."
CIA 2-L49, The February, 1949 issue contains a fullelength estimate on the
February 15 .
Hear East with reference to each major country within the reglon, The
situat ion remaining basically the same, however, this produced 1litile
that has not been said before, The summary is as followss
*In the Middle East, the problems connected with US security

interests are expanding, but the degree of reglonal stability called
fer to protect these interests is far from achleved. The most
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significant sources of instability ar  the situation in Grecce, the
superlor power position of Israel, and political and social tenslons
in individual Arab States, The present anchor of the US position is
Turkey; but the strength of this anchor is relative and not absolute,
Its immediate value, however, cnables Turkey to stake out a plausible
claim for a more precise US commitment., UK security interests, now
concentrated in the Arab States, interlock with US gecurity interests
8t almost every point and their mutual support is becoming morc essen~
tial to the effective maintenance of either,

With the air full of defense pacts, Greece and Turkey have become
interested in their positions with respect to an Atlantic Pact, A
pressure exists to bring the Eastern Mediterranean and the proposed
Atlantic defense system together. For the moment this pressure has
becn checked, but the way is epon for its renewal if and when Italy
becomes part of an Atlantic Pact. 1

The dev:lopment of Israel and the conecurrent deterioration of the
Arab States internally and as a group had the effect of upsetting any
stability the region might have enjoyed, Israel, whileemergzing in
1949 as unquestionably the new military power in the area and the one
ORE 50=449 ‘

*Current potentially able to maintain its stability, was in no position to do
Situation
in Iran,” so because of Arab hatred and the samewhat aggressive ambitions of the
Novemher ¢
Israeli, The Arabs did nct have the military establishment te check
the Israeli, but the "Review" believed them capable of almost indefinite
gusrrilla operationa,
Driven by their current weakness and the demands of their people,
Areb governments seemingly could not help but be tempted to bargain
with the USSR. TYet, during 1947-1950 the USSR---despite a flow of
plausible rumorsy~--seemed to de little to exploit the epportunity;
nor were there any moves on the part of the Arabs that could cause

very much concern,
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RE 23«49 The strategic importance of Iran was clearly recogniged, and the
#The Tudeh

Party: "Heview" pointed again and again to the extremely delicate and tricky
Vehicle of _
Communism balance of US-Iranian relations, Since it could make no recommenda-
in Iran,"

July 1é tions, however, the "Review" was content to note the varyling intensity
of Soviet pressure on the Iranians and to put the United States con-
stantly on notice that no Persian government could ever be trusted,

The situation at the end of 1949 was at least partially sumed up
in an incidental paragraph in CTA 12.49:
"Soviet drives toward expansion of Soviet influence in the Neap
East have been contained at least temporarily on the northern Greecke
Turkish-Iranian froatier line, The USSR is trying simultaneously to
break down this defense line and to disrupt the unstable political and
economic structures behind it. The development of an effective Near
Eastern reglonal association to strengthen the defense~in-depth of
this area in the forcseeable future 3s extremely unlikely. 1
Ds THE ANALYSIS OF THE FAR EAST
ORE-}5 As carly as September, 1947, the "Review" saw little hope for
"Implementation _
of Soviet [Hationalist China, and most of the "Reviewt's™ analysis of the Far East
Objectives
in China,” is based on this estimate, tnless the Nationalists could somehow
September 19,

1947 restore the slutation, China would have to be considered virtually
beyond United States contrel. It would not be possible to deal amica-
bly with a Gommunist China, nor would it be practicable for the Tnited
States to attempt a solution through force, In the words of the
"Review': "The proximity of Eastern Siberia to the present perimeter
of Soviet and Chinese Communist control in Korea, Manchuria, and Nerth

CIi=1, China, the remoteness of the mited States, and the weakness of the

September 26,
1547 Chinese Natioral Government, woul:l ronder any US attempt at contain-

'
ment by directly opposing force to force a most unequal contest,"
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0o the other hand, even supposing the worst in China, the results _
would be less merious than a similar owteome in the other major roglons
affecting Unzlted‘ States secirity because "in comparison with Western
“urope and the Middle East, the accessible Far East is too romote fram
the vital areas of the Soviet Union to permit tm' exertion of effec.
tive influence therefrom of Soviet policy.® Meanwhile, CTA-1 considered,
"Whatever the course of events in continental Asia, maintenance of effec-
tive US coutrol of the Pacific would afford a sufficient safeguard.n

The theories advanced in CIA O-L9 (January 19L9) are essentially
3 restatement of the views of CIA-l in somewhat differert terms,
Accarding to CIA 0-49, projection of Soviet power beyond the mainland
of Asia would Liply the conversion of Soviet land power into ses powver,
not yet achieved; conversely, extenslon of US power into mainland Asis
(China in particular) would imply comnitting US land paver against
that of the USSR on Soviet tems where the US would be at the greatest
possible disadvantage, Therefore, as for the US primarily a sea and
air power, the more defensible positions lay beyond the Asiatic malne
land, It was for this reason that both CTA-1 and CTA Owh9 put forward
the strategy c*‘“ the off-shore island chain centered in Japan, This
strategy, in turn, would require containment of Communism in Southeast
Asia, |

Had it not been for the agreements made at the Cairo and Potadan
conferences, this strategy might have been valid without reference to
Korea because the Korean peninsula could presumably have becn written
of f as part of the Asiatic mainland, no more profitable as a battle~

ground in Asia than any other part of it., As it was » however, Korea
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was forced into a speclal status. Thus CIA-l stated that "The stale-
mate in Korea can be broken only by US acceptance of terms which would
in effect surrender to the USSR as a satellite. United 3tates efforts
to make thebest of the status quo must be.conductad in the face of
persistent Soviet subversive activity and propaganda pressure." Simi~
larly, two years later, in April, 1949, the "Review™ referred to Korca
as & "econtinental tochold® which would be lost without continued
Amoriecan ald,

The "Review's" analysis of the Far East divides 1tself naturally
into (a) China, where the progressive éisintegration of the Nationalist
position was constanily cbserved and its consequences assessed; (b)
Japan as the essential point in what was belleved to be United States
strategy ia consideration of the status of Chinaj (c¢) Southeast isia
(including the Philippines and Burma) as essential to the same strate
egy, andl(d) Korea as a special problem under the particular ecircum-

stances,

1. CHINA AND TH SQVIET FAR EAST

*There iz no prospect of an early solution of the political and
economic problems of China," sald CIA-l., %,..in the absence of large-
scale US aild, the prospect for China is for either continuing conflict,
with further political and economic disintegration and an expansion of
the area of Communist territorial contrel, or the eventual formation
of a coalition government throush Soviet mediation and on Communist
terms, with a gradual penetration of Communist influence throughout
the national adminisztration. In either case acute political and ecow-
nomic disorganization would prevall in China for many years, preventing
an effective consclidation of Soviet controel." &
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2¢« This is to a certain extent consistent with ORE-LS (Implemen-
tation of Soviet Cbjectives in China, September 15, 1947; see
Yo, s Pe 21) which implies, at least, that as much as the
USSR mit,ht wish to see a triumphant Communist Party in China,
and might welcome a strong Commmnist govermment there, an
even more desirable alternative might be indefinite confusion
in China leading to the establishment of no government capable
mder any imaginable circumstances of becoming a threat to the
integrity of Russiay Such a situation, coupled with Soviet
dominance in Japan, might be considered the best poasible
guarantee for the security of the Soviet Far Easty
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The first direct estimate on developmends in China takes the form
of a military analysis showing that the Natlonalist arnies wer: so
deploysd as to lose by attrition more than they had gained through
their recent advance. "Continuing at the present rate, deterioration
in the Natlonal Government!s military, political, and economic posi-
tien would probably lead within a year o decisive Coumnist military
successes and to actual disintegration of the Gwémment. The exten=
sion of limited amounts of US aid to China would be unlikely to reverse
the tre.d but would slow it appreclably., The USSR is unlikely to
assume a nore active role in Chinese aifairs unleas US support of the
National Sovernment threatens to reverse the current trend. "1

CIA-3, coming out in December, 1947 contains an e%imate on the
Soviet role with respect to China. The USSR was said to be not likely,
under the circumstances, to abandon its "correct" attitude toward
Nationalist China, nor was it likely to give open assistance to the
Communists, The "Review!s" analysis here seems to be based on the
reallzation that the Chinese Communists, in 1947, were still dependent
on non=Cominnist Chinese political support; and on the other that the
Russians might easily be giving future control of Japan priority even
over a Chinese Communist victory in Qlina.z

During the first months of 1948, the "Review™ refrains from
extensive analysis, but follows the progressive Nationalist military
and economic decline. Kuomintang "elections™ were held in the spring
of 1948, with Chiang said to be favoring Hu-Shih as President and with
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Senate Li Tsung-Jen persisting in opposition. When, in June, Chiang himself
appropriates
aid for was "elected® as Yindispensable,” the choice of Li as vice-president
China,
Msrch 31 moved the estimators tc believe that the election might represent an
Chinese actual victory for the anti-Chiang faction and might lead eventually
Commanists
Capture to & Bationalist government that would be in position to do Mmsiness
April 23 with the Communists.
The "Review" followed the irend of events in China with increas-
ORE 30-4€ ing pessimism. In Magust, the statement was: "The position of the
"Limitations
of Scuth " ¥ational Covernment has reached a point where a mejor military defeat,
China 28 an
. Anti-Com- or a significant political defaction might precipitate the final

miniat
BlSﬁ,Z breakdoun. 4 spirit of defeatism and a profound war weariness in
June

#:tionalist Chine is producing a drift touwards & negotiated peace,

though this spirit cannot become effective as long as Chiang Kai Shek
ORE L47-48 retains a semblance of anthoritative control“z
%Consequences
of US Troop In November, the China problem loomed large enocugh ic preempt
Withdrawal
from most of the issue, which epitomiszes, probably aa well as any intelliw
Tsingtso,”
June 23 gence document of the time, tne view of affad¥s in Chine being taken

by Central Intellizence., The portion on China is worth quoting to
ORE 12«48 show not only the accuracy with which Central Intelligence was able to
“Prospects _
for s forecast the trend of Chinese evenis, but to show why, during this
negotiated
Peace 1in period, the intellisence forecasters thought in terms of a coalition,
China,"
Aggust B rather than 8 purely Comnunist government for China.
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Situation
in China,®
July 22

November 17
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"The long-anticipate’ crisis in China has unmistakebly arrivod,
Its main features conform appro:imately to the pattern that was antic-
ipatedw--military defeats, economic collapse, political defections, and
a general sense of the d:sirability of peace at any compromise, Of
unusual significance, howevcr, has been the supsrior military capabil-
ity which the Communist armies were able to build up and the success

- with which they have kept the initlative they rececntly seized, The

military and political developments of the past month suggest a degree
of coordinated strategzic direction that has not been penerally ascumed
in appraising Communist strength.

islde from the question of whether or not this more highly
organized authority and power can be effectively applied to the larger
problem of pulling China together under a Communist or a Commanist-
dominated government, there seems to be little room loft for doubting

- iis ability to bring military operations north of the Yangtze Riwver to

a successful conclusion. The factor of time ls cluarly working for
the Chinese Comminists, and there 1s no sign that they do not fully
appreclate the advantages thils puts into their hands, It can be
assumed that, within the 1limits set by logistics, maximw- pressurc on
the Nationalist Qovernment will be maintained and no breathing space
will be allowed for the reorganiszation of an epposition.

"North of the Yangbze River, this pressure is essentlially mili-
tary. “outh of the Yangtze 1t consistis of taking advantage of the
general political and economic disintegration {a) by holding out
political opportunities to wavering Nationalists and {b) by propaganda
activitics designed to fit a popular desire for peace and stability,
In these circumstances, it is highly improbable that, even with
increased ald from the US, the Chinese National Govornmment can stabi-
lize the situation sufficiqntly to give any hope that the present
progressive breakdowm can b: reversed.

. "It is, of course, likely that various efforts will be made to
effect such a stabilization., Chiang Kai-shek might be replaced by a
group of Nationalist leadersjy but any such atterpt to preserve a con-
tinuity of Kuomintang influcnce cannot lead to anything but a weaker
governm:nt than the present one. Chiang might seek to prescrve scome-
thing by fleeing with his present government to same less easily
accessible region than Nankingy but such a move would irrevocably
tlose out any credit the Nationalist Government still has with the
Chinese people, While either or both of thesec courses may be tried,
the likely development will be a steady drift toward negotiation and a
compromise settlement. As effective Natlonalist resistance ecomes to

an end, this draft will probably become a coher:nt movement and will
be meore and more widely accepted as offering the only reasonable
alternative to the present confusion,.
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"While the Chinese Communists cannot be expscted to agree to a
compromise thot would keecp them from collecting the bensiits of their
success, they wlll probably sce good reason to negotiate with such non~
Communist political leaders as may descrt the hard-core of Nationalists
who are wholly comnitted to an anti-Communist position. The bait of a
Teoalition® government is belne dangled and there is no compelling
reason why dissident ex-~Nationalists, minor party leaders, non-
Kuomintang officials, and aspiring regional politicians should not
take it, The Chinese Communist Party has consistently presented
1tself in China as the only real seceker after the national interest.
Its positive achievements in the exercise of authority have not per-

. ceptibly run counter to Chinese social tradition or to long-estabe
lished peasant interests, Its links with the USSR have been successe
fully played down and obscured, This policy has bruen effective in
that only a small proportion of Chinesc are aware of the implications
of a political coalition with the Communists and are sccordingly pro-
pared to support the hard-core Nationaliets in resisting it.

"A Commnist-dominatei coalition, possibly proclaimed as a suc-

‘cessor government to the Nationalist, must be considered as a very
likely net step. Such a government might well be headed by a non-
Communist and leave a number of its departments in non~-Communist

. hands, It would claim international recognition on the ground that it
represented a natural development of political authority and not a
revolutionary rupture., This claim would be supported by the mainten-
ance of correct citecrnal relations, by & policy=---in considerable part
gincerge--of avolding the alienation of U3 opinion, and by an obviocus
absence of general Internal resistance to its authority. But, behind
‘facade, it is reascnably certain that the: key points of contrel at all
levels of the government would be in Communist hands and that the
basic and consistent aims of the Communist Party would be pursued.

"The aignificance of a Communist success in China to the security
of the US need not be stressed, The general principle of preventing
the eonsolidation of China by an 11l-disposed political forece is
clearly understood, The possibility of opuning Asia to effective
Soviet influence, through the channel of a politically dominant
Chinese Communist Party, 1s fully appreclated., The possible effeet on
the alignment of voting states in the W Security Council of the
appearance of a Chinese representative who is also Gmuniqt-instmcteé
should probably be noted for future examination,

"But, for the short-term, the peripheral conscquences of a
Communist succeas in China are perhaps more important than the situvation
in China itself, Within China, 1t is unlikely that any action taken
by the US can reverse an unfavorable trend. But, on the poriphory of
Chinaw-~in Koreca, in Japan, and in Southeast Asiae--possibilities still
exist for attempting such a reversal. However, in these areas, each
of which presents its ow: internal problems, an estimate mast be made
of the effect of events in China on these problems." 1
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The *recapitulation" of December, 1948 alsoc emphasizes the Far
East, centering on the strategy of the "Aslatlc periphery" and the
consequences that lay shcad in view of the fact that "no sclution can
be foreseen in China beyond a gradual accommodation with Communist
pwer."l In January, there began to be doubts about the feasibility of
a coalition government for China. The estimate sald that "no realistic

US Marines means is presently available either in or out of China for preventing
a e?n Orc:;a the early establishment of a "Communist-dominated" government far all
= China,® "0mmis£~d§minat~ed" may have been a compromlse term betwesn
“eoalition” {eventually succumbing to Communist influence, of course)
and PCommunist.”

ORE 27-448 - Meanwhile, intelligence reflecting Chiang's plans for a move to
ﬁ?&%ﬁ“ oﬁpmegts Taiwan had begun to appear. It had long been obvious that Chiang must
M go somewhere, but the choice of Talwan aroused concern over the future

status of the island which was, of course, essential to the "off-shore
island" strategy contemplated in the "Review." The moment Chiang
established himself on Taiwan, the island would become the target for
a Communist attack., The "Review" doubted the ability of the
Nationalist.s to hold Taiwan indefinitely when they were thrsatened
both by exteornal attack and the hostility of the natives. If the
island fell to the Communists, the problems eventﬁelly involved for
the US were easy to lmagine but not pleasant to contemplate,

The "Review!s" stock-taking of April 20, 19L9 was. wneguivocal in
its statemcnt that "In the Far Fast generally, the relative power
positions of the ™ and th: USSR have definitely changed in th: U7 RYs

favor. If it can b concluded that, in Ewrope, “oviet actlon againet
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US security has been severely restricted, it must be admitted that the
Far Zast, in contrast, has become a wide open fi=ld for maneuver,
Soviet policy and Communist ideology have beon translated inte pro-
grams of action that have wide »opular appeal, Proof of this can be
found in the success with which a small handful of Chinese Communist
leaders have converted doctrine into a d:finitive military victory
over the National Government, and simultsneously into a defeat for the
US in the ‘cold war! in Asia.’*l

*The sands are ruming out on Nationalist China® said the "Review"
in September. The problem of the Chinese Communists was no longer
military but political and lo7istic. These considerations were some-
what slowing up the final processes of complete Communist triumph. As
to Taiwan, the Nationalists conld undoubtedly hold cut there for a
certain length of time because of the difficulties priscnted the
Commmnists by an amphibious operation, but eventually, other things
being equal, Taiwan would fall virtually by its own weight.z

On September 21, 1949, the "People's R-public of China" was proe
clained, thus making official a rather nore than Communist-dominated
government, Tiis, according to the October "Roview,™ gave rise to
four principal problems for United States policys (1) some of the
nations of the North Atlantic Commnity, particularly the United Kinge
dom, would bs tempted to give official recognition to this government;
{2) *thc weak governments of Southeast Asia™ would be under increasing
pressure to "regularize" their relations with Communist China and

might be deterred only through a United States guarantee against
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Chinese military aggrussiong (3) since the Peiping government would be
unmistakably the only effective government of all China, thore would
be growing pressure to give the Peiping rather than the Talpeh regime
representation on such bodies as the United Nations Sécurity'Council
and the Far Eastern Commission, and (L) the United States would
sooner or lator have to clarify its relations with the Nationalist
government partlicularly since the Cémmunists would insist on control
of Taiwan as part of China, The November issue went further on points
1 and 2 in predicting that the United Kingdom, and India would recog-

nize the new Chinese Communist Government.

2, JAPAN
To explain the special position of Japan within the "third
priority® Far East, CIA-l said "Japan is important as the only area

within the region capable of relatively early development as a power
center, Under SCAP control, the political situation in Japan is sta-
ble, despite economic difficulties, The Japanese economy is dependent
upon the availability of foodstuffs, and industrial raw materials from
overseas, The removal of US control, particularly if the economic
problem remains unsolved, would open the way to vigorous Soviet pene-
tration, The rehabilitation of Japan under Soviet influence or con-
trol {with provision of essential imporis from continental Asia) would

38 anese Jjeopardlize the US strateglc position in the Pacific, as well as any US

position in China, The rehabllitation of Japan un'er US influence or
3 contrel (with provision of essential imporits from Southeastern Asia),

ms, while it would tend to alienate China, would create a power tending to
1ssues

counterbalance the Soviet Far East and so to stabilize the regional

ztions," situation.,”™ 1

The US Occupation bring a temporary measure, the futurs of Japan
relating to the USSR as well as the United States depended on the sort
of peace trecaty that might be negotiated., Thus far, the Rus-lang had

made 1t impossible to negotiate any trcaty by insistence on a veto
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powers The "Heview®™ sought 2 reasen for this particular tactic and

concluded thats "The Krealin is evidently content to continue the

develonment of its om position in northern Azla 83 & countsr Lo the

U8 position in Japan, spparently trusting that prospectlive Communist

sueceszeg in China ard ¥orea will so und-raine UR prestige in Japan

and throwhout $is Tar Yast that a nore favorable pesce setilemont can

be obtained at a lator datm"z

The comprehonsive April is-ue seemed 4o take it for g,ranwdr that

CIA Lk=L8, it would be necessary for the United States rirtually to rohahilitate
~BES= Japan in order to establish strength against its new enenmy in the Far
Fagte The principsl ddscussion is of the extent to which Japanoes
officials wﬁuld uae the bargaining power that thoy could see acoruing
as a remult of "their appreclation of a U7 need for Japan as s strong
point in East Asia in view of the state of USlovist relations and of

3
e deterdiorating orospects in China and Karea.”

The extensive analyais of the Far bast attespied in hémmher,
1948 does not go far beyond the above with respect to Javan., The
Comnist triumph on the mainland would certainly be felt in Japan aw
elaewhure in the area, but under the essentially dAifferent conditions
CIA 11» , prevailing in Japan, the immediate effect would be nore economic than
= = political because "In so far as nlans (for the reargasization of
Japan!s sconoay) assumed China as a source of raw materiale and as &

I
consumer's market, they may have to be considerably modified,” As a

source of what Japan hed to havee--particularly 17 1t wers to be rose
in Jap in Japan,’
mtamtw‘*r "8 urrectod in anything like its former strengthe--there would e no
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substitute for the United “tates itself., The result would be to plaee
the Japanese in an admirable position to insist not only on extensive
United States aid but upon various forms of military guarantees,

The "balance sheet” sstimate of April, 1949 was concerned with
the effects of the Chincse debaclc uwoon the United States security
position with respect to Japan. The chances of malntaining the United
3tates pomition by means other than simple force were sumasd up
bluntly: ©The present orientation of Japan towards the US is consid-
ered to be exaggerated and unrcliablej though it does rest upon more
than the fact of being occupied. It derives from a complete dependence
upon the U8 economically and for security, and upon the expectation
that the malntenance of the US pesitien in the Far East will eventu-
ally require Japanese revival, Thus Japan continumes to be & purchase-
able assetj but if, in more critical eircumstances, the US pesition
appeared untenable, Japan would realistically comsider seeking the
best possible bargain with the USSR and its Communist supporters,” 1

Japan comes finally irnto the series in the discusslon of region-
alism contained in CIA 12.49., In the Far Fast there had besn little
tendsney toward regional assoclation {which left the area open to
exploitation by Communist internationalism) bLut the next ten years
would probably witness attempts toward regionalization led by
Commnist China, India, or Japan. "Japan would welcome regionaliza-
tion wnder U2 sponsorship as a security measure and as & way of
regaining international stature.” Wiat would happen in the near
faturs so far as these trends were concerned would depend, in the case

of Japan, partly on "the timing and character of a Japanese peace
2

treatTees®
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3. SOUTHEAST ASIA

ORE 76~-L5 Southeast Asia, so far as the "Review” was concerned, consisted

¥Survival

Potential of Siam, Burma, the Philippines, Malaya, Indochine, and the East

of Residuszl 1

non- Con- Indies , BDecanse of the strategic concepts being followed in the

mnist Terimes

in Chins,”® "Review", the aree became part of a common problem which also involved

“Qetober 19 1 2
: Japan, Xorea, and such islandz as the Ryukyus, Formosa, and Hainan.

2, Ihsiland
" Thelland is seldom mentioned in the "Review,® chiefly because it

managed to maintein its traditional indeperndence, kept local Cormmunism

in control, and wes generally disposed to cooperate with the United
O1A 12-L49, States and with the neighboring Western Furopean colonial powers.
December 21

What heppened in Sism would depend on developmente in Indochine and

Malaya. Aside from occasional zovernmental upsets and prospects of

others, therefore, the country was largely ignored.

bs. The Fhilippines

There is likewise not mmeh comment on the Fhilippines, thouzh for
a different resson. There was noc question that the Philippines were
vital to United States strategy both in Southeast Zsia and the Pacific
in general; and there was little doubt that if Communism once begsn to
2g§r§§;g8 spread through the rest of the region, it could, and probably would,
Sitmwation stimulate the movement in the Fhilippines to a dangerous extent., The
 §:1§2;p1ne5,“ Phiiippines were, nevertheless, generally taken for granted in view
ﬁa;g§930, partly of treditional United States-rhilipnine ties but chiefly
becaﬁae of Fhilipgpine dependence upon the United States for physical

and economic security.

Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1



Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1

10/69
lap GI& 12",49 2 Pg 9

/70
lﬁ: CIA 7“148; P 8

Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121AOOO100020001-1 ,



Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1

3{tuation

Mare (2

‘situat{em‘

in
Hove

& ]
or 11a

-—7 r}.

c. Burma

Menbion of Burma is also infregquent, perhaps because the sltua-
tion was too fluid for profitable analysis and forecast, and because
Burma, despite ite independence, remained primarily a British 1iabil-
1ty from a Unlted States point of views The editors of ths "Review®,
however, wers by no means unavare of the potential danger represented
b Burma to United States security interests in the Fer Fast, Thelr
general views were swmed vp in the issue of March 16, 19L9:

8Burma is in sericus trouble, Its internal sitvation--enow growm
into full-blown civil strifee--has brought the country to the edge of
bankruptcy. The government consists of little wore tnan ambitious,
inexperienced, and inept young dectrinaires---all left-wing and all
nationalist, Karen separatists control or encircle the three major

Burmese ports, Rice axports, on which Burmese economy depends, have
been practically shut off. Communists, as well as othor political

- dissidents, are taking advantage of chactlc conditions. Mounting dis-

erder, with no visible hope of its being brought under contrel, has
fundamentally shaken all plans for a better sconomic futurs. Insofar
as those plans were linked to rice production and export, their fall-
grsi;ffi‘ectﬁ the stability of a considerable part of rice-conswuing
Raporting on Malays begins with the issue of July, 1548 when it is
noted that "the extent of Scviet penetration in Southeast Asia has been
rerdered c«ore apoarent by the outbreak of violence in Malaya where
local Communists (predominantly Chinesc) are conducting a campaign of
destruction and terrorism against the cperation of rubber estates and
tin mince, A major British effort will be reguired to safeguard the
contimied production of these strategic materials." By September, the
outbreaks were said to be "largely neutr:ilized," but a British esti-
mate was montioned to the effect that it might take as much as two
years to bring the movement fuliy under control.l Thereafter, mentlion

of Malaya is rare,
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e, Indochine

With respect to Indochine, the "Review"” was hampered by the lack
of sny formal coordinated estinates on the subject. From 1547-1%49,
furthermore, the Indochinese situation was alws; s somewhat elusive. For
example, even ez late as 1949 doubts existed over the extent of Commu-
nism in the Viet Minh, Ho Chi Minh was 3 more subtle problem than Mac
Tss~tunz. Central Intelligence could not even be sure that Ho was
alive, TFurthermore, it was not until June, 194€ that Prance "recog-
nizged” a&n "anti-lommunist® povernment in Indochina; and not until
June, 1549 that Bac Dai was "restored to the throne of Annem." in the
intervening period, there always appeared to be & chance of a2 setile-
ment at least as satisfactory as that under negotiation in Indonesia.

Even so, the first direct mention of Indochina in the "Review"
{December 17, 1947) shows a clear comprehension of the situation. "In
French Indochins, the contimued efforts by the French to eliminate by
force the Communistedominzted government of the Vietnam epublic has
astrengthened native loyalty tc the Vietnam government and hes intensi-
fied the already wldespread hatred of the French,“l In July, 1949, the
f"heview" asain took up the theme, saying that ",..the endurance of
Vistnam &s the principel strcnghald of Communism in Southeast Asis is
underscored bty the ineffectualness of the French-sponsored Xuan regime
and the ambipulty of French policy towsrd it.2 4 yeer or mors later,
mich the same was szld asbout the Dao ki regime and French policies
toward it. Agein, in September, 194F, the "leview" comenting on s

deteriorating situation in Indo-china, took occasion te underscore
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the delicscy of the US positiony "The development of a favorable B
influcnce is unlikely in these circumstances, Its growth would neces-
gitate putting undesirable pras-ure on already unstable French govern-
and would reguire the provision of economiec add to Indo-China at an
unfavorasle momant. ’-'1

Until almost the end of 19L9, however, th: chisf concern of tiw
heview" with Indochina was as part of the lmge game of chess bsing
vlayed by the United States and the Union of Zoviet Socialist Republics
over domination of the “periphery of Asia.” In this reglone--und
characieristically in Indochinaw--the United States was caught between
the demands of the Yeold war” and traditlional 'inited States s:pport of

aspiring nationhlism, A= the “Review’put it in April, 1949, "in

undermining a Western Ally by supporting an Aslatic nationalist novew

ment, or destroying the remains of a US position on the contlnent of
2

Asla by indirectly helping to suppress such aspirations.”

In the issue of October, 19L9, the "Heview" published what
amounted to & full-scale estimate (orobably the only Central
Intelligence ostimate on the subject appearing up to thai time) which,
in general ocutlines, resembles later and more elaborate papers pab-
1ished in the “ORE" and "NIE" series as agroed national estimates:

“fhe possibility that the governmments of Joutheast Asia will roe-
ognize Commnist-controlled China and the probadillity that Indochina
will fall complitely into thw hands of a Cormunist-orienmted government
adds to the d1ffienlt security problem in Asia, With the farces now
available, the French can do no more than maintain the pres.nt stale-

mate in which Fruoch troops occupy major cities and strategle nosi-
tions in the iled and Mekong deltas, but actually control only 10
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perceat of the disputed territory. The political strength o: the
anti-colonial nationalist movemcnt, the bulk of which has rallied to
Ho Chi Hinh, has encouraged the Vietnamese to hold out for unconditional
independence., The Bao Dal rogime, gravely handicapped by French slow-
ness in transferring substantisl elements of soversignty as agreed in
March, has been unable to avold the implication of being a French pup=
pet government, It is unlikely that Baoc Dal will he able to win over
any appreciable part of the resistance movement unless the French
grant his government independent status within the French Union., Hwven
under these circumstances, there is no assurance that Bao Dai could
muster sufficlient local backing to prevent a nationalist governm:nt,
hostile 4o both the French and his own regime, from teking over power.

"1f present circumstances continue basleally unchanged, the
fietnamese nationalists will probably be able o drive the French out
of Inderhina within two years. The acqnisition of power by a govern-
ment under Ho Chi Minh, in conjunction with pressurss from Communist
China, would almost certainly greatly strengthen an existing tendency
in Thailand, durma, and Malaya to seek accommocdation with Communist
China, Since Indochina may prove to be the key to control of the
whole “cutheast isia peninsula, it also might be the critical breach
in the non-Communist crescent around China, which now consistis of
India, the Scutheast Asia peninsula, Indonesia, the Philippines, and
Japan, The US interest in preserving this crescent intact is there-
fore threatened by the current trend in Indochina,” 1

£+ Indonesia
The problem of Indonesia, as follewed by the Review" during
19L47-19L9, was in part that of Communist elemcnts gaining control of
an area and in part fesr that continued strife in the Dutch fast
Indies would succeed in cutting off the supplies that would be
vitally needed by the United .itates in case of war,
Dateh- The direct clash of Dutch an’ Hepublican forces in the Indies
Indonesian
Agresment began early and may have sppeared more spectacular than that brewing
Janaar 'Té,
E§E§ in Indochina, Otherwise, to the editars of the "Review," it was all
part of the same problem which had been averted by the Sritish in

thelr carefully prepared withdrawal from the Indian sub~continent and

Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1



Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1

10/73
1. CIA 10-L9, p. 6

10/7L
1. CTA 1-h9, pe ©
20 CIA L, ps 6

Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1



Dnited States

)

Declassified and Approved For Release 2012/03/01 : CIA-R‘DP72-00121A000100020001-1

(RE 2648
#Prospects
Tor a

puresia

August 4

New

Fight isﬁ ‘
Bre
Eﬁnesia

gepoer

-7l

by the United States in its longer prepared withdrawal from the
Philippines., French and Dutch colonial interests in the Far last,
having seen their wealth destroyed by the Japanese while they were
powerless during the war, wers loath to see the process carried to its
logical conclusion by the natives. They believed that Natives, as of
yore, would eventually be amenable to the less gentle forms of Westorn
porsnasion, Central Intcllipence doubted this, "It is belleved,”
said the "Review! in January 12L9, "that the Indonesian Republic ie
canahle of maintaining guerrilla operations for several yourg., It is
mown that the Republic has substantlial financial resources beyond
Duteh reac&."l

The January issue of the "Heview" warned that: “"The Imbch, by
forming separstist states in territories taken frem the Republic and
a4111 in dispute, andiby presenting as an wvltimatum, troce terms which
wonld hardly permit @%c contined cxistence of the Repuiblic, have
gravely jeopardized the missien of the UN Good Offices Comndiiee, in
which the ¥, 3, ea&upiea the key position, The collapse of the
fiepublic, from intornal eauses 1f the Dutch terms were accepted, or
from Tutch military action if the terms were rejected, would seriously
affect the prestige of the United Naticns and the United States,
Soviet and Communist propaganda and Asiatic opinion wou%d attribute
that development to Vimperialistict U.3. dntervention.”

&1£hough Communism war not pardicularly widesprsad in Indonesia,
the "laview" nointed out that short-sighted Dutch policies might well

have the effect of making it sos Thus in September 1948, the “ieview®
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remarked: "The Netherlands government shows signs of a desire to set-
tle the situvation by foree, after first defining the Hepublic as Com-
munist-dominated, Frustrating delays have in part served this purpose,
for militant left-wing elements have recently merged inte a stronger
Indoneslan Commmnist Party and ars threatening the present moderate

1
goverment.”

By DNecember, the combination of contimued fallure of nagotiations
in Tnionesia and the success of Communism in China prompted ilab
amourted “o a3 wirning that United Statea policy must prepave Ior uhe
worst: "IL the dispute falls back inte the viclent stace, Indonesian
affairs are in graver danger than ever before of being manipulated by
Comaunist sroups and of thus becowming an extension of develonusnis in
China, If the disoute reverts to the United Xations for actlion by the
Scourity Council, it can only do so in a way thot will call for a \
clear definition by the U,S. of its security interests in Indonesia.®

The 'eriew" of the follewing month made Indonesia a major thene
in the absence of any immortant new developments in ilrope. Here uvhe
discussion is generalized and is based on tle Agency's considered view
that "over the lonz run" the ™uhch could not conirol the situations
If so, the prospect was almost certainly for 2 lonyg neriod ol discord
in Indonesia which would be to the benefit of the Communist and oLher
extremist elements in the islands at the expense of the more noderae
iiepublican nationalists; and zeonerally to the benefit of the USSR in

3

the Far Fast as well, possibly as in “urones
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3¢ The fact that a relatively satisfactory Duth-Indonesian set-
tlement was finally reached may seem to zive evidence of too
great pessiuism on the ™eview's" part, On the other hand,

sound intelligence may have had a part in enswring the set-
tlementy
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hat wae writien 1o i “Hoview" about lorea wus prisarily s :s;g:-—
plement to shoe roourrent wairnings contained in the "ORY® cstimates.
“he gostonce on the sublect in CIA=l {(Septembor JOLY) reads:

*The stalemgte L1 Koces oan ba broksn only oy VsTe accoplance of tormg

-

whieh wanld i affret saresnder that country to the "SR az a sat Tlite,

mitat Ttoten afforte o make dhe besk oo the status nuo mant Be Lope

» o 4 = ey SN R T T TR, S —— X
Aneted S the Taoee of persistont Teviet subvareive aciivity end rwonae

gandn pressoee B
OThe?, in Noverher, attariod what beemns the uorc Lrmw 3a b 1T Dhe

Ter,  ATber ned ting oud that *hs Seviot sbtltede hod mads brmousible

3

a unification of Fores =uch ag thut envlesged st Uctedme, o Heview™
eontiment

Tre bLmmodiste forict objective dr to compel the U.05, o wlihdraw

i,"rcm Korna, and further “oviet action with that awcific purpote rEh

wi anbledrated. 1 omar well be toat 5 D77F, acting oo Luo owm D00
ncma}._ will i.self withdraw from mn HETIN 1‘“‘3.3’?.3’1 upon ﬁ;m pupnis b
regive st tie Porsh Yere:s Feorlm Avay Lo goniimmse b *‘fﬂ"t it
'Ln»,,wmm be,  ropcan senbime § oo *arrkmg; u:“it;? and indenonden f‘*ﬂ 1a ouch

"""" by Tn the owent of & “ovied x*\‘,,amw.}. the routh Forwans thossclwes
w*'zu:!.\:i subiset the nited “tates Lo much presmure to wiﬁﬁras» alm a9
mizht ronder the vomitiom nolisically witemable, A& U0, wlthdeawal
would bo fa}.lwed Wy undfieation, and savrnma.ny of cowrss, by Toviet
dominat. oo m the ontire cowbry throngh Uorsan fommndst sonelration
and controls” 3

Sl T

W teeides At the beginning of 1948 attention was focussed on plana for Us
“up orvise sleetion of & new povornmest 4n Yorea, The Xorsan neople were fntere
KoTean
-~ and indemswlence than they were in the ansploon

Elsetions sated mors in wndty an ety he S 33 il
e . : : 3 £ - o
;;i %g under which these ends were to be achisved, The ouly faction in “outh

‘gres wnancnable to Commnist "uniffcation™ wasz thet of Syngman ‘hov.
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the Communists as "reaetionary” and undsr the domination of "lmperiale
izta.” On tho basis of this ithemw, the "Heview" sald, the OR was in

fact wamafacturing a local war scarc which Pwould seem o be nreparf-

bory be tdelensive! action by the 'Korean Peoplels Army'y 17 nacassuay
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judicious~--for as much ae three years. TNothing had ever happened,
Centrel Intelligence had on more than one occasion intimated that if
#merican troops werc taken out of the country, an invaslon would occur
»  {mmediately. How the withdrawel wes under way, and still the situa-
ORE 3=49 tion slong the 38th parellel was no more menaeing than usual, Other

*lonsequences
of US with- evenis were looming very large, and particularly in the Far Zast, the

drawal from
Korea in the dying gssps of Mationalist China beeame a naturel preoccupetion of

Spring of
ishe, intelligence. In that context, Korea scem: to have been to all
February 28 ,
. intents and purrposes forgotten until the rude awakening of June 25,
1950,
- , E. THE AMALYSIS OF LATIN AMERICA

Coverage of Latin America in the "Review" 1s mentioned here
chiefly because of the disproportionate space it occupled in the pub-
lication. Althouzh the Western Hemisphere was relegated to a fourth
priority in the aéheme of things worked out by the editors of the
®Review,” and ﬁlthough there was no disposition in the Centrel Intelligence
Agency to suppose that anything of note affecting the security of the
United States was going to happen in the area during the period under
discussion, few issues of the "Review" lack a South American analysis, and
some of these analyses are fairly detalled.

In general, the "Review's® attitude toward conditions in Latin
Ameries is one of vagus anxisty over the possiile course of events.
One element, summed up in CIA-l--whioh was in turn merely & reflection
of the current estimates on the subject~~was the development of Commu-

nism in the area. It was not thought that this was of immediate
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1. After June, 1949 there were no formal estimates on
 Korea until June, 1950, and the couniry was seldom
mentioned in the "Review", See no. ‘

10/80
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2. CIA 8-49, p. 6
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importance in itself or that the USSR had any immediate designs on
Latin America, but it was maintained that enough of Commnist espio-
nage and sabotage capability had been develeoped to become dangerous in
event of war, Otherwise, the snaly=is was concerned with changes that
seemed to be taking place in the underlying social and ecomomic fabric
of Latin Areries. Apnrovimately what is said in several issues of the
"Review® is summed wp in CIA T-L8:

"It is becoming increasingly evident that Latin Amerieca is
spproaching political and institutional crises that may seriocusly
affect its ability to afford valuable cooperatlion to the United States.
Stability in the rigion has besn shaken by the impact of rining import
prices on raw material sconomies, by the disappearance of many of the
former bases of politlcal power, and by the ability of the exirere
right and the extreme left to exploit the growing power of labor,.
Merely palliative measures, such as repression of Communisi parties,
are unlikely to cure the underlying unrest, or to create a new broad
basis of political power, or noticeably to diminish the capabilities
of subversive elements to exploit the disturbed situation.” 1

One estimate on a particular Latin aAmerican country is of inter-
est because it exactly foreshadows two estimates in the "NIE®R series
written as a matter or urgency two years later, In Awmst 1949, come
menting on the results of the murder of Colonel Arana in Guatemala,
the "Review" wrote:

The government's local stability and its leftist orientation
have both been strengthened, The Arevalo Oovernment uses Communist
sympathizgers in important positions, has shown itself distinetly
unfriendly te Y,5, business interests, has aggravated the gquestion of
Eurep=an dependencies in the Western Hemisphers, and has disturbed
Caribbean affairs by aiding the revolutionary attempt against the
Dominican Republic, While the govornment certainly does not have the
abildity--and probasly does not even have the inelinatione-to side with
the USSR in actual conflict, it will probably continue and my inten~-
sify its opposition to certain U.%. policies during the present 'eold
wart ?@1"10(14“ Z

Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1



Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1

-fl=

F. THE WORLD ECOIOMIC ANALYSIS

In addiﬁion to the economic analysis that accompanies the politi-
cal in most eatimates contained In the *Review,™ there are frequent
brief appendixes to particular 1ssues reviewing the world economic
situation in seneral, These were probably of some value to readers of
the "Review" in understanding the developing werld situation. In any
case, (aside from miscellaneous papers, chiefly on particular comuodi-
ties) they probably represent the only visible result of the organiza-
tion that had been bullt up in Contral Intelligence to take care of

esconcmic intellisence.

Declassified and Approved For Release 2012/03/01 : CIA-RDP72-00121A000100020001-1



